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WORLD NEWS 


Communists move 
to impeach Yeltsin 
as miners block 
Siberian rail route 

Coal miners angry after months 
without pay cut Russia in half yes- 
terday by blocking the Trans- 
Siberian Railway, triggering a state 
of emergency in parts of Siberia 
and political uproar in Moscow 
where President Boris Yeltsin faced 
a new call for his Impeachment. 
Page 2 

ttafian minister offers to resign 
Italian justice minister Giovanni 
Mala Rick, under lire after a bailed 
Mafia boss absconded, offered his 
resignation to prime minister 
Romano Prodl but was turned 
down. Page 2 

Euro hologram missing 
French and German investigators 
are searching for a French-made 
hologram design, intended to deter 
counterfeiting of the European 
Union's single currency, that disap- 
peared last week between Paris 
aid Munich. Page 14 

More Iran-EU talks scheduled 
The European Union and Iran plan 
to hold substantive talks after a 
positive meeting between senior 
officials in Brussels, the first stage 
In moves to resume dialogue. 

Roms museum raided 
Masked gunmen broke Into a 
Rome museum and stole two 
priceless paintings by Van Gogh 
and one by C&anne. Page 3 

Turkish troops mass on bonier 

Thousands of Turkish troops 
backed by armoured vehicles and 
heavy artillery have been building 
up near the border with Iraq. 

Islamic fightback, Page 3 

f Foreign students wanted 

London’s elite universities launched 
a marketing venture to boost the 
city's share of the market for for- 
eign students. Page 10 

Cofexntnan unit to be cRsfaanded 
The Colombian Army is to disband 
- its XX Brigade, a military intelli- 
gence division that has been critic- 
ised for its alleged role In human 
rights violations. Page 6 

Ethiopia holds 21 journalists 
International press freedom watch- 
dog Reporters sans Frontieres said 
that Ethiopia was holding 21 Jour- 
nalists in its prisons - more than 
' any other country. 

Report urges Roosb drink tax cut 
A government-commissioned study 
recommends a cut in Finnish alco- 
hol taxes which would see prices 
fafl 15 per cent by 2004. 

UK beef exports look sat to resume 
Exports of beef from the UK seem 
certain to resume on June 1, fol- 
lowing moves In Brussels this week 
to end the two-year ban on over- 
seas sales. Page 9 

Swiss protest on wartime assets 
The Swiss government said it 
would protest to the US over New 
Jersey state legislation to punish 
Swiss banks over second world 
war assets. Page 2 

UN inspectors view Iraqi sites 
Iraq said a special team of UN bio- 
logical Inspectors made surprise 
field visits to 15 sites outside 
Baghdad. 

Cities vie to host 68 
Yokohama and Hiroshima plan to 
join the bid to host the summit of 
the Group of Eight major powers in 
Japan in £000. 

1 Gfitcb leaves mffions out of foncb 
MBBons of pagers stopped working 
throughout the US when the Gal- 
axy 4 communications satellite 
suddenly lost track of Earth. 




BUSI NESS NEWS 

Van Miert warns 
regulators as EU 
clears rescue plan 
for Cr6dit Lyonnais 

Karel Van Miert, the European 
Union’s competition commissioner, 
warned banking regulators to be 
more vigilant as the Commission 
cleared a rescue plan for French 
state-owned bank Cr&fit Lyonnais. 
Page 15; Lex, Page 14; End of 
uncertainty. Page 20 

ABN Amro, the Dutch bank, 
dismissed as "outright nonsense” a 
newspaper report it was in 
advanced talks to buy Bear 
Steams, the US investment bank. 
Bear Steams also denied it was in 
talks with anyone. Page 18 

Norway's finance ministry has 
deferred a planned $666m global 
offering of shares In Den norske 
Bank, the country's largest 
commercial lender, !n the wake of 
chief executive Finn Hvistendahl's 
dismissal. Page 20 

Canal Plus, the French media 
group, is interested In acquiring the 
fflm division of PolyGram, the 
Dutch entertainment company for 
which Canadian drinks group 
Seagram has mounted a SlObn- 
plus bid. Page 18 

Mamesmaim Arcor, one of 
Germany's new telecoms groups, 
lifted tunover 67 per cent to 
DM 380m ($21 3m) in the three 
months after full liberalisation of 
the market on January 1. Page 18 

Nissan, Japan's second-biggest 
automotive group, announced a 
restructuring after revealing it 
would post Its fifth loss in six 
years. Page 15; Lex; Page 14; 
Analysis, Page 22 

Arthur Andersen, the accountancy 
firm, is treking to the Brazil firm of 
Coopera & Lybrand in an attempt 
to woo it away from the planned 
$13bn global merger with Price 
Waterhouse. Page 15 

JFft, the Agnelli family's industrial 
holding, announced a L647bn 
($370m) capital Increase to help 
fund the development of invest- 
ments In banking, leisure and 
retailing. Page 18 

mi, the Dutch airline, had its best 
p e r f or ma nce in the year to March, 
emerging from a R 58m ($28£m) 
loss In 1996-97 to achieve net 
profits of R 606m. Page 20 

IFC, the private sector arm of the 
World Bank, has agreed to take a 
stake in Macedonia's state-owned 
teiacxxriimriications utility Make- 
dons ki T sJokomunlkad L Page 3 

Gdynia shi p yard in Poland has won 
an order to build six liquid gas 
carriers In a deal worth almost 
$400m signed with Norwegian 
shipowner Bergesen. Page 7 

EM, the ttafian oil and gas group, 
reported a 3 per cent Increase in 
operating income to L3,901bn 
(S2_2bn) in the first quarter in spite 
of lower sales. Page 18 

Japan's economic skimp has taken 
its toll chi the country’s trading 
companies, which reported big 
downturns in annual results. Page 
15; Exports down. Page 8 

Bank of New York withdrew fts 
$24bn offer for Mellon Bank of 
Pittsburgh, bringing to an end the 
largest unsolicited bid for a US 
bank. Page 15; Lax, Page 14 

World Equity Markets 

The latest trends aid data fronrmore 
flan 50 national maitete at a stance 
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Brussels agrees tax proposal 


By Lionel Barber &i Brussels 


The posh for greater tax 
harmonisation across the Euro- 
pean Union accelerated yesterday 
when the European Commission 
unanimously agreed a long- 
awaited proposal for a minimum 
tax on income from savings and 
investments. 

Mario Monti, the single market 
commissioner, expressed confi- 
dence about an early agreement 
among the 15 EU member states 
which would break a 10-year 
stalemate over this issue. 

The new draft directive is 
the centrepiece of a package of 
measures the Commission ha s 
tabled to tackle widespread 
tax evasion before the launch 


of the euro on January 1 1999. 

In addition, all 15 EU countries 
have agreed a voluntary code of 
conduct to limit excessive tax 
competition. Mr Monti claimed 
the code showed member states 
agreed on the principles of the 
minimum savings tax even 
though they disagreed on the 

rifftnili; 

The Commission's proposal rec- 
ommends a minim um 20 per cent 
withholding tax. This is to be col- 
lected on behalf of national gov- 
ernments by financial institu- 
tions holding the savings or 
securities. These governments 
will hold the tax unless investors 
prove they have already paid it 
an the savings In another juris- 
diction. 


Alternatively, countries would 
provide Information to other 
European tax authorities about 
interest payments to EU citizens 
resident in their jurisdiction. 
Ttaufcg handling the interest pay- 
ment would supply the informa- 
tion. 

The draft directive would apply 
to EU resident individuals only, 
but investment bankers have 
warned that it could damage 
European capital markets, nota- 
bly the eurobond market 

Individual investors still 
account for 20 per cent of bond 
holdings, according to the Inter- 
national Primary Market Associa- 
tion, which represents interna- 
tional securities underwriters 
and distributors. 


The British B ank ers Associa- 
tion voiced Us concern yesterday 
over the “deeply flawed" propos- 
als. It said they would increase 
funding costs for borrowers, dis- 
rupt the eurobond market and 
provoke a migration of financial 
services businesses away from 
the EU. But Mr Monti said he 
was loath to support special mea- 
sures to exempt the eurobond 
market because it would create 
loopholes. The eurobond issue 
was “a very limited problem", he 
said. 

Gordon Brown, UK chancellor, 
expressed unease this week about 
the withholding tax. which could 
also affect British-controlled tax 
havens in the Channel Islands 
and the Isle of Man. 


INDONESIAN ARMY ALLOWS STUDENT PROT ESTS BUT CO NTINUES TO SU PPORT PRESIDENT 

Suharto feels power of the people 


By John Ridding in Jakarta 

"Befarmasi, Reformasi” sang the 
students yesterday as they 
marched through an alley of sup- 
porters towards Indonesia's 
People’s Consultative Assembly. 
“Suharto. Tutut and Bam bang - 
they rob our nation," they 
chorused in contempt for the 
Indonesian president and his kin. 

It was people's power at parlia- 
ment yesterday, the focus of Jak- 
arta's protests a gains t the regime 
of President Suharto. But every- 
where else the armed forces 
clamped a ring of steel across the 
City, stifling demonstrations. 

As Mr Suharto tries to main- 
tain his 32-year hold on power, 
the occupation of parliament is a 
humbling blow. "Step down 
yuharto" read one banner, decry- 
ing the corruption of his regime. 

While students were penned in 
by soldiers, it was the Indonesian 
leader who was really under 
siege. 

On Tuesday, Mr Suharto 
agreed to step down after holding 
new general elections and 
steering through reforms. Those 
concessions - and fears of dvfl 
unrest - have taken the momen- 
tum out of the opposition cam- 
paign, and may have bought Mr 
Suharto more tima- 

But students were un- 
impressed. Yesterday’s crowd 
demanded Mr Suharto step down 
immediately. 

The students are confident 
their cause strikes a chord 
beyond the campus. Outside the 

jmrlininpntHr y fence, WOTkeiS BUd 

business people gathered to 
express their support As police 
in trucks passed through the 
gates, they gave the thumbs-up 



‘Suharto robs our nation' chanted thousands of students outside Indonesia's parliament in Jakarta yesterday Reuters 


Albright says leader should quit 

Madeleine. Albright, US secretary of state, called on President Suharto to 
resign, Reuters reports. Mr Suharto “has given so much to hte country", and 
he could preserve his legacy as a man who also provided lor Indonesia's 
democratic transition, she said. A US official sad it was diplomatic coda to 
tell “a rfictator it’s time to effect the transition now". 


to the crowd. At parliament at 
least, the army kept a low profile. 
“They are with us in their 
hearts," claimed one of the stu- 
dent throng. But the military is 
still with Mr Suharto when it 
counts. The army rejected a par- 
liamentary ca ll for his resigna- 
tion and spread its hardware 
across the city at dawn. 

At the back of many minds 
were events in China nine years 


ago, when the army crushed a 
students’ revolt in Beijing's Tian- 
anmen Square. The military is 
ready for a Tiananmen situation, 
said Amien Rais, the Moslem 
Opposition leader, explaining his 
decision to call off a mass protest 
yesterday. “I don't want to see 


more bloodshed, more unneces- 
sary victims," he said, referring 
to the 500 deaths in rioting in the 
capital over the past week. 

The students appeared calm 
about the risks of conflict. “I am 
not afraid, I am sure the thing we 
do is right," said Ffar read i. an 
engineering student “I don't 
think Suharto can continue," 
said Anand, a science student. 
For him. the tanks and troops 
showed the regime's weakness, 
not its strength. 


wins book 
of the year 


By Peter Martin 


Reports, Page 8 

End of a dynasty, Pans 12 

Editorial comment, Page 13 


A book about corporate 
innova tiou is Lhe best business 
book of the year, according to the 
Financial Times* Booz- Allen & 
Hamilton Global Business Book 
Awards, announced yesterday in 
New York. 

The Innovator's Dilemma by 
Clayton Christensen, published 
by Harvard Business School 
Press, wins the prize for the test 
business book published in 1997. 
It explores the ways in which 
successful companies sometimes 
miss out on “disruptive" or 
breakthrough technologies. 

The prize was awarded by an 
international panel chaired by 
Don Perkins, former chairman 
and chief executive of the Jewel 
Companies, and including Rich- 
ard Lambert, editor of the Finan- 
cial Times. The Innovator's 
Dilemma receives $10,000, plus 
another $5,000 for winning the 
category' of Best How-To Book. 

Best Book about Business 
Strategy and Leadership goes to 
Machtwechsel im Management. 
by Uwe Renald Muller, published 
by Rudolf Haufe Verlag. The 
book argues that too many Ger- 
man companies are run by inflex- 
ible. elderly managers. 

Inside Intel by Tim Jackson 
iTruman Talley Books/Dutton. 
HarperCollins Business) wins 
Best Current Business Narrative 
for its exploration of Intel's his- 
tory and the character of its char- 
ismatic chief executive Andy 
Grove. Best Lndustry Analy- 
sis/Business Context goes to 
Inside the A'aisAa by Philip 
Anderson and Noboru Yoshimura 
(Harvard Business School Press), 
which offers a glimpse into big 
Japanese corporations. Each cate- 
gory winner receives a prize of 
*5,000. 

Detailed reviews of the prize- 
winners trill appear in the FT an 
June 9. 







Nissan shake-up 
after $107m loss 


By Pari Abrahams m Tokyo 


Nissan, Japan's second biggest 
automotive group, yesterday 
announced a sweeping restruct- 
uring after revealing it would 
post its fifth loss in six years. 
The grim results were in stark 
contrast to the record results 
announced yesterday by Toyota 
and Honda, Nissan's rivals. 

Yoshikazu Hanawa, Nissan's 
president, yesterday gave details 
of staff and production cuts and 
said the heavily indebted com- 
pany would make net losses of 
Y14bn ($l07.69n0 in the last 
financial year compared with 
earnings of Y77bn in 1996. The 
main cause was a disastrous per- 
formance in its US operations 
which lost YSObn compared with 
pro fi ts of Y20bn in the previous 
period. The announcement came 
after the market dosed, and the 
shares ended Y5 at Y462. 

“It’s incredible that Nissan 
could be losing that much money 
in the US, which is enjoying the 
most buoyant demand growth 
ever," said Noriaki Hirakata, 
motor analyst at Morgan Stanley. 

Nissan would change its policy 
from being driven by sales and 
market share to being profit- 
orientated, said Mr Hanawa. Tad- 
ahiro Shirai, executive vice-presi- 
dent in charge of audit, would be 
appointed to. the new post of 


chief financial officer. “I may not 
like it but, if Mr Shirai says a 
project won't be profitable, then 
it won’t go ahead,” said Mr 
Hanawa. 

The company was also aban- 
doning its target of 25 per cent 
domestic market share. 

Nissan plans to cut Its debts 
from about Y2£00bn to YL500bn. 
through improved cash flow, the 
disposal of property and the sale 
of cross-shareholdings in other 
companies. The dividend might 
also be cut. To improve cash 
flow, inventories would be cut by 
about Y250bn by the fiscal year 
ending 2001. The company would 
also freeze further investment 
overseas, except in the US. 

Nissan also wants to discuss 
possible alliances with interna- 
tional groups. Mr Hanawa con- 
firmed he was in discussions 
with Daimler-Benz oyer the Ger- 
man company acquiring a stake 
in Nissan Diesel, the separately 
quoted truck group in which Nis- 
san holds a 33 per cent stake. 

The number of platforms the 
carmaker produces would also be 
reduced from 25 at present to 14 
in 2000 and just 10 in 2002. 

Mr Hanawa admitted the com- 
pany had been caught out by the 
recession in Japan. 

Lex, Page 14 

Mssan's promises. Page 22 
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Yeltsin under pressure as 
miners’ pay protests grow 


By cartotta Gad in Moscow 

Boris Yeltsin, tbe Russian 

president, yesterday faced a 

new call for his impeach- 

ment by the Communists as 
his government fought to 

contain spreading unrest 
among thousands of unpaid 
miners and workers across 
the country. 

Angry miners blocking tbe 
Trans-Siberian railway cut 

tbe last transport routes to 

Siberia yesterday, causing 
the governor of Kemerovo 

region to declare a state of 

emergency. 

Tbe two-week-old protests 
have gained momentum, 
spreading to southern and 
far eastern Russia, where 

doctors, teachers and pen- 

sioners have joined the dem- 
onstrations. 


They reprerent a serious 
challenge Tor the prime min- 

ister. Sergei Kiriyenko. who 
is still struggling with the 

consequences of a stock mar- 

ket crash earlier this week. 
Mr Yeltsin appointed him 

less than a month ago, tell- 

ing him as a priority to solve 
the wages arrears which run 

into billions of dollars. 

Mr Yeltsin himself has 
little to fear from the 
impeachment proceedings 

begun by the Communist 

party in the Duma. Previous 

efforts to impeach him have 

failed, as did recent attempts 

to veto Mr Yeltsin's choice of 

prime minister. 

Nevertheless the Commu- 

nist leader. Gennady Zyuga- 
nov, increased the pressure, 
calling on all parties to sign 

his proposal to remove Mr 


Yeltsin from the presidency. 

Mr Kiriyenko yesterday 
ordered the deputy prime 

ministers. Boris Nemtsov 

and Oleg Sysuyev, to cancel 

foreign trips and so to coal- 

mining regions to meet strik- 
ers. In Moscow the prime 
minister himself met the 

head of the independent 

miners' union, who has 
warned the miners are close 

to exploding. They agreed to 

set op a crisis group. 

The government is not 

directly responsible for the 

payment of miners' wages 

since most of the mines have 
been privatised. But tbe 
mines are owed large debts 

by government-run enter- 

prises and electricity compa- 
nies and the miners, some of 
whom have not been paid for 

six months, hold the govern- 


ment responsible. 

Mr Kiriyenko will be hard 

pressed to find the cash, 

especially alter the ba t tering 

the economy has taken in 

the recent days. The govern- 

ment lost billions of dollars 
when share prices plum- 

meted on Monday and tbe 
central bank had to inter- 

vene to support the rouble 
Officials said the transport 

blockages, which have left 

several hundred passenger 

gnH freight trains stranded 
In Siberia, have so Car cost 
the railways alone over 
RbslOOm ($16J2m). 

Tbe government has prom- 
ised to solve the issue within 
a matter of days but analysts 

warn that the miners’ pro- 

test is a symptom of a much 
deeper problem countrywide 

of inter-enterprise debt. 


Waigel 
sees more 
tax 

stability 

By Peter Horman in Bom 

Theo Waigel, Bonn finance 
minister, was yesterday 
given the first tentative evi- 
dence of more stability in 
German tax revenues, after 
years of presiding over deter- 
iorating public finances. 

The finance ministry's spe- 
cial commission of tax 
experts forecast that tax 
income accruing to Ger- 
many's federal, state and 
local authorities and the 
European Union would 
increase this year by 23 per 
cent to DM820.5bn ($460.9bn). 
reversing last year's decline 
of 0.4 per cent to DM797.2bn. 

The revenues forecast for 
this year were also higher 
than the DM814.2hn pre- 
dicted by the same group 
last November. Mr Waigel 
could draw only limited com- 
fort from this news because 
the projected rise reflected 
changes to tax legislation 
masking a DM3bn shortfall 
in income, as calculated 
under previous rules. 

The experts' forecasts for 
1999-2002 were similarly 
rawed Though the commis- 
sion predicted revenues 
would rise from DM867 ittra 
next year to DM980.7bn in 
2002, it scaled down Its previ- 
ous estimates for the three 
years to 2001 by a total 
DM95.9bn. 

Mr Waigel said the proj- 
ected medium-term deterio- 
ration came as no surprise. 
Unlike the estimates for this 
year, the figures for 
1999-2001 were revised down 
against an estimate of May 
last year. 

Tbe government was con- 
scious or the medium-term 
trend last autumn, when the 
experts met to revise their 
short term forecast He had 
taken developments into 
account in the 1998 budget 
and would do so in drafting 
next year's budget and the 
financial plan to 2002. 

The tax experts assumed 
the economy would grow in 
nominal terms by 4 per cent 
this year. -L5 per cent in 1999 
and by 4-4.5 per cent 
between 2000 and 2002. 

Mr Waigel said yesterday's 
tax estimates showed reve- 
nues were responding to the 
recovery of Germany's econ- 
omy and employment. But 
he warned that the struc- 
tural weakness of Germany's 
tax system, with its high tax 
rates and many tax breaks, 
would persist as long as 
comprehensive tax reform 
plans were in abeyance. 
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ITALIAN GRIME GOVERNMENT UN0ER FIRE 


Minister offers to quit over escapes 
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NEWS DIGEST 
GERMAN ECONOMY 


Export boom continues 
to set new records 

Germany's export boom continued into March and 

quarter with deliveries abroad hitting any recoKfcL fce.feWg, 

statistics office reported yesterday. - ‘ .v r -^r 

Visible exports increased to DM83^bn f$47bi4 kfMarch 

from DM77.3bn in February and DM70.5bn in MachWy*, 
lifting exports in the first quarter by 15.9 per cent fe OManJ 
compared with the same 1997 period, imparts atea hcr w»^ j 
to DM70.9bn in March from DM65^bn In February aod^^ 
DM61 -3bn in March last year they totalled DMSSMbh h g* 
first quarter, up 12.9 per cent on the year before. 

March's visible trade surplus of DMlSbrr helped boasts*, 
many's first quarter surplus to DM31 bn from DM22.1hn Intf* 
first three months of last year. 

On the current account, which tames trade In gbocte gu 
services and transfers, a provisional DM9.3t» mxpte in 
March helped halve the first quarter deficit to DM4Jbn fen, 
DM9-9bn In the same 1997 period. 

• German money supply, as tracked, by the Bundssbteift 
M3 broad money measure, grew at an amuaSsacf sasscnaK 
adjusted rate of 4.7 per cent in April, down from March's'Ll 
per cent but up on February’s 23 per cent growth. Lset 
month's money supply growth was within the ban&fa target 
range of 3 to 6 per cant as measured against the average of 
last year's fourth quarter. Peter Norman 


IONIAN BANK SALE 


By James BRtz to Rone 


Italy's centre-left 
government was hadiy 
shaken last night by a row 
over the escape from custody 
of two notorious c riminals , 
triggering a resignation offer 
from the minister of justice. 

Giovanni Maria Flick 
handed a three-page letter to 
Romano Prodi, the prime 
minis ter, saying he wished 
to “assume responsibility" 
for the recent escape of Pas- 
quale Cuntrera, one of the 
Mafia's leading boSSBS, and 
of Licio Gelll. the former 
grand master of the out- 


lawed P-2 masonic lodge. 

Mr Prodi refused to accept 
Mr Flick's offer of resigna- 
tion. But anger over tbe 
escapes of the two criminals 
- both of whom were within 
days of final sentencing - 
has been intense in Italy 
over the past two days. 

The escapes are widely 
seen to have damaged the 
credibility of a justice sys- 
tem whose complicated pro- 
cedures allowed both men to 
be temporarily released 
pending final appeals. 

The Reconstructed Com- 
munist party, on whom Mr 
Prodi relies for a parliamen- 


tary majority, warned that 
the escape of the two men 
had “increased the scope of a 
government crisis.** Deputies 
from Silvio Berlusconi's 
Forza Italia party said they 
might bring a confidence 
motion in Mr Flick to the 
Italian parliament 
If Mr Flick were somehow 
farced out. it would be only 
the second time that a senior 
minis ter has quit the Prodi 
administration it came 
to power in May 1996. Mr 
Prodi's aides have long 
feared that the departure of 
any minister might unsettle 
the delicate balance of forces 


in the Olive Tree coalition. 

The escape of Mr Cun- 
trera. deemed to be one of 
Europe's most powerful drug 
barons, only came to light 
on Tuesday night, within 
days of bis expected sentenc- 
ing to 21 years iwiprifinnman t 

for drug trafficking. 

The Mafia boss, who is 
confined to a wheelchair, 
was temporarily released 
from prison on May 5 on a 
legal technicality and disap- 
peared soon afterwards. 

Italy allows defendants to 
mount two appeals following 
initial conviction. However, 
a court ruled that the delay 


in the timing of the drug 
baron's second appeal had 
extended the period of pre- 
ventive detention beyond 
legal limits and he was tem- 
porarily released the follow- 
ing day. 

The escape of the two men 
triggered a series of vituper- 
ative editorials, not least 
from Sergio Romano, the dis- 
tinguished political commen- 
tator. Writing in Corriere 
dona Sera. Mr Romano said 
the escape would have 
brought about the resigns 
tion of a couple of minister s 
in many other European 
Union countries. 


FREIGHT ROW CUSTOMS CHECKS CAUSE TRUCK DELAYS ON BORDER 


New rules hit Finnish-Russian trade 


By Tim Burt is Stnckbofan 

Freight transport links 
between Russia and Finland 
- accounting for 40 per cent 
of all international road 
transport into Russia - have 
been seriously disrupted this 
week by a cross-border dis- 
pute over road haulage 
rights. 

Movement of goods across 
the Finnish border - 
accounting for 40 per cent of 
all international road trans- 
port into Russia - has been 
delayed or halted altogether 
foDowing a Russian decision 
to impose new restrictions 
on transporting four catego- 


ries of imports: cars, elec- 
tronic products, furniture 
and chocolate. 

Under Russian customs 
proposals unveiled, this 
week, hauliers carrying such 
products across the Finnish 
border will be required- to 
travel in convoy t® ttieir 
final destinations -'mainly 
Moscow and St Petersburg. 

By using convoys, Russian 
customs officials hope to pre- 
vent products ending up on 
the black market and curtail 
fraud among importers. The 
Finnish government and 
International haulage groups 
accuse Russia of flouting 
international'. • transport 


agreements and seeking 
punitive fees for operating 
the convoys. 

A f ronting to Finnish esti- 
mates. the Russian authori- 
ties are demanding $1 to $4 
per km for each truck travel- 
ling by convoy, lifting haul- 
age costs between Finland 
and Moscow by up to $4,000. 

Matt! Aura. Finland’s 
transport minister, yester- 
day said the Russian action 
breached the TIR agreement, 
the 26-nation code which 
allows trucks marked with 
the TIR symbol to avoid cus- 
toms checks until they reach 
their final destinations. 

“According to TIR rules, 


such convoys are forbidden,'’ 
said Mr Aura. “We have 
retaliated, and Finland will 
no longer allow Russian lor- 
ries carrying these four cate- 
gories of products on Finn- 
ish roads." 

Finnish border officials 
have also been ordered to 
carry out more thorough 
inspections of Russian lor- 
ries. International hauliers 
say Russian customs officers 
were searching all trucks to 
see whether they are carry- 
ing any product which 
would require a convoy. 

The tit-for-tat action has 
started to cause chaos at 
border crossings used by up 


to 1,000 trucks a day, with 
lengthy delays as highways 
are transformed into haulage 
parking lots. 

Of the traffic crossing the 
Russian-Finnish border, 
third is expected to EaU into 
categories affected by the 
dispute but transport of 
other items will Inevitably 
be affected by border delays 

The Finnish road haulage 
association, representing 
9.000 transport companies, 
has warned that east-west 
deliveries of manufacturing 
components, perishable 
items and consumer prod- 
ucts would soon be ham- 
pered by the stand-off. 


Kosovo Serbs flee war in their ancestral home 


Hopes of co-existence between Serbs 
and Albanians are fading in the troubled 
province, writes Guy Dinmore 


T om Is lav Novovic has 
already sent his sister 
and mother away from 
Serbia's troubled province of 
Kosovo and is now moving 
his collection of several 
thousand books. 

He is not alone among 
Serbs who fear that what- 
ever the outcome of the 
spreading conflict with the 
ethnic Albanian majority 
there Is little chance of co- 
existence in tbe future. 

“I’m not too optimistic." 
Mr Novovic comments on 
the US-led peace effort 
which began last week with 
talks in Belgrade between 
the Yugoslav president, 
Slobodan Milosevic, and the 
political leader of the Kosovo 
Albanians. Ibrahim Rugova. 

The process is already fal- 
tering. Members of the Alba- 
nian negotiating team say 
further talks scheduled to be 
held with the Serbian side in 
the provincial capital of Pris- 
tina tomorrow are in jeop- 
ardy because of an alleged 
upsurge in police attacks on 
civilians and a blockade of 
trucks bringing food into the 
province. 

“There is a lot of weapons 
and a lot of hatred." says Mr 
Novovic with a sense of deep 
regret “We will lose, all of 
us. This is my town. I had 
good Albanian friends. Now 
we only say ‘Hello, how are 
you’.” 

Mr Novovic, a doctor by 
training. Is an unusual man. 
He is the director of one of 
the few schools in Pristina 
that has pupils from both 
ethnic groups. He has also 
joined aid workers trying to 
help ethnic Albanians short 
of basic necessities in vil- 
lages ringed by Serbian secu- 
rity forces. 

Tania, also a Serb, shares 
his views. She had an Alba- 
nian boyfriend for five years 


and with a twinkle in her 
eye says she would happily 
choose another - but in the 
present atmosphere that is 
impossible. 

“It’s all the fault of the 
politicians. If they left us 
alone we could live 
together," she says, launch- 
ing into an attack cm Mr Mil- 
osevic who rose to power a 
decade ago by stirring up 
Serbian nationalism and 
stripping Kosovo of its broad 
autonomy. 

With its ancient Orthodox 
monasteries and the burial 
grounds tombs of saints. 
Kosovo is embedded in the 
legends of tbe first Serbian 
kingdoms, despite five centu- 
ries of Ottoman rule that 
only ended in 1912. But in 
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Kosovo through war just as 
he did with the mainly Serb- 
populated Krafina region in 
Croatia in 1995. 

Imams • preaching In 
mosques have started to 
speak of war. but stop short 
of calling on the mostly Mos- 
lem Albanians to join a 


Army (KLA) in February 
and March. Their fears are 
real - diplomats have gath- 
ered evidence of summary 
executions that will be pres- 
ented to the UN war crimes 
tribunal In The Hague. 

“How can we live with tbe 
Serbs after all this?” asked 


There is a lot of weapons and a lot of hatred. We will 
lose, all of us. This is my town. I had good Albanian 
friends. Now we only say ‘Hello, how are you’ 


recent decades religious and 
historical attachments have 
failed to stem a steady exo- 
dus Of Serbs from this poor- 
est corns- of Yugoslavia. 

Statistics are disputed on 
both sides, but according to 
toe 1981 census Serbs then 
made up around 13 per cent 
of the population. Is 1991 
they had dwindled to under 
10 per cent A law prevents 
Serbs fTom selling their 
property to ethnic Albanians 
but ways can always be 
found. 

Bishop Artemije, head of 
the Orthodox Church in Kos- 
ovo, condemns what he calls 
the “destructive policies of 
the Belgrade regime". In a 
recent interview with 
Dnevni Telegraf, a Serbian 
dally, the bishop warned 
that Mr Milosevic would lose 


“holy war". Although Kos- 
ovo is still a broadly secular 
society and tbe attendance 
at Friday prayers is rela- 
tively small, the numbers 
are growing. More young 
men can be seen growing 
beards as recommended by 
Islamic tradition. 

Both communities agree 
that war has begun. More 
than 150 people have died 
this year and many fear It is 
just a matter of time before 
the violence spreads from 
mainly Albanian-populated 
rural areas. 

Outside Pristina, in the 
rough hills of the Drenica 
region, armed Albanian vil- 
lagers swear they will not 
allow a repeat of the slaugh- 
ter carried out by police in 
raids on strongholds of the 
separatist Kosovo Liberation 


one clan leader. And with 
that he asked his son to start 
up a generator so that his 
foreign guests could view a 
home-video taken just after 
a police attack on the village 
of Rakinica on May l. 

Farmhouses had been 
raked with bullets and 
shrapnel, rooms trashed. 
The body of a half-naked 
man was shown lying in a 
wood with half his head 
blown away. 

“Please tell Nato and 
Europe - don’t leave us In 
the lurch,” the old 
pleaded. “We are ready to 
die for our hemes." 

Over a nearby hill villag- 
ers armed with a selection of 
weapons, from did hunting 
rifles to Kalashnikovs, have 
dug trenches and built sand- 
bagged bunkers. Outsiders 


are told firmly but politely 
to turn back. 

Just three months ago the 
KLA. organised by Mandst- 
turaed-nationalist radicals 
believed to be based in Swit- 
zerland, could master just a 
few hundred fighters concen- 
trated in several villages rek- 
nowned for their resistance 
to Ottoman and later Ser- 
bian role. Now, diplomats 
believe, several thousand vil- 
lagers have weapons smug- 
gled over the Closed Moun- 
tains from nearby Albania. 

While a great majority of 
Albanians aspire to indepen- 
dence, not all are sympa- 
thetic to the KLA. One prom- 
inent intellectual, who 
feared to give his name, crit- 
icised Mr Rogova for faffing 
to speak out against the 
KLA. The figurehead “presi- 
dent" of the self-declared 
Republic of Kosovo. Mr 
Rugova insists he wifi not 
abandon his policy of non- 
violent resistance to Bel- 
grade but at the same time 
refuses to acknowledge the 
obvious and recognise the 
existence of the rebel group. 

Fehmi Agani, a senior 
adviser to Mr Rugova, is 
open about their dilemma: 
“The politicians dont know 
what to say to the people - 
whether to take up arms or 
not ff they do. it is a pretext 
for the nnhtaiy to intervene. 
If they don’t, then bow can 
they defend themselves from 
massacres like Drenica?" 

Analysts fear the ultra- 
nationalist pressures an both 
Mr Milosevic and Mr Rugova 
will lead Kosovo to a 
full-blown war that will 
destabilise Albania as well 
as Macedonia with its large 
ethnic Albanian minority. 

For many the choice is 
dear. Mr Novovic, the Ser- 
bian doctor and school direc- 
tor, has removed most of his 
books but is staying on as 
long as bis pupils remain. 

“We have two options to 
go to war. or to go away," he 
says. TB go away.” 


Strikers defy economy minister 


Yarmts Papantoniou, Greece’s economy minister, yesterday 
failed to persuade striking workers at state-controtied lortei 
Bank to drop their opposition to the sale of a 51 percent 
stake to a private Greek bank. 

Mr Papantoniou intervened after Ionian's union rejected 
talks with management end barred the ohaktnan, Haris Ste- 
matopouios, from the bank’s headquarters. He said foe terra 
of sale would ensure that Ionian's 3,400 employees keepthefr 
jobs, even if some of its 120 branches were shut down. 

Privatisation of inefficient state-controDed banka has •• ' 
become a priority for the government in Its drive to Improve 
competitiveness. 

The sale of Ionian, which is controlled by the Commerc ial - 
Bank group, would reduce the state-controlled banks’ mart* 
share to around 60 per cent 

Workers at other state-owned banks are staging roJUng ore 

day strikes In solidarity with Ionian’s union. 

Transport and utflity workers held a four-hour stoppage 
ye s ten da yin response to a strike call by the General Confed- 
eration of Labour (GSEE), Greece's biggest union grouping. 
GSEE has caNed a general strike for May 27 In p retest at the 
privatisation pro g ra mm e. Kerin Hope, Athens 


ITALIAN ANTITRUST AUTHORITY 


Call for break-up of Eni 

The new head of Italy’s Antitrust authority yesterday caled far 
the grip of majority state-owned group Eni on the Italian oil 
and gas market to be loosened, insisting on the creation of 
separate production and transmission companies to boost 
competition. 

In his first formal address as Antitrust president, Giuseppe 
Tesauro strongly suggested that the Eri group, the country's 
08 and gas conglomerate, should be forced to break up its 
operations into separate units for production and cSstifoutm 

Ai present Eni has control of production as wen as the pri- 
mary distribution side of the gas industry through Its Snam 
subsidiary. But Mr Tesauro suggested that the creation of an 
independent distribution service would create "conditions that 
favour the entry and strengthening of new operators." 

Era said yesterday that It was already unbundling some of 
Snam’s operations, according to the European Union gas 
directive approved last week. James BRtz, Rome 


SWEDISH POLITICS 


Pledge to cut property tax 

The Swedish government facing parliamentary elections this 
September, has pledged to reduce property taxes from 1.7 
per cent to 1.5 percent 

Although the ruling Social Democrats had previously 
appeared to rule out such a tax cut ministers in the minority 
government have now agreed a reduction to avoid a parlia- 
mentary defeat next month when Its bousing pofides will be 
put to the Riksdag. The tax cut. agreed after talks between 
the Social Democrats and opposition Centre party, is expec- 
ted to reduce government revenues by about Skr2bn ($258m) 
a year. Tfcn Burt, Stockholm 


POLISH MONETARY POLICY 


Move to damp down currency 

Poland’s Monetary Policy Council (RPP) has moved to stem 
the appreciation erf Its currency by ordpring the central bank 
to cut the minimum rate for its 28 day money market 
operations from 23 per cent to 21.5 per cent In another Inter- 
est rate move the central balk’s lombard rate is to be cut by 
1 per cent to 26 per cent and the discount rate from 24.5 per 
cent to 23.5 per cent 

The move comes as the Polish zloty has been appreci ating 
since the beginning of the year raising fears of a future deteri- 
oration in the current account despite a strong export perfor- 
mance in the first quarter. Tbe RPP reduced the.money mar- 
ket rate by 1 per cant from 24 per cent test month. 

The RPP decision goes some way to a ccom m odating the 
wishes of officials in the finance ministry who had been argu- 
ing for an interest rate cut as early as fast february. Then the 
council widened toe band within which toe zloty Is allowed to 
fluctuate and reduced the monthly crawling devaluation rate 
from 1 per cent to 0.8 per cent in fine with government pofcy 
but increased the money market rate by half a per cent 

The RPP said that tighter fiscal policies and a restrictive 
monetary policy had eased Inflationary pressures allowing the 
interest rate move. Christopher BobfoeM, Warsaw 


WAR ASSETS LEGISLATION 


US provokes Swiss anger 

The Swiss government said yesterday it would file a protest 

with toe US over New Jersey state legislation to punish Swiss 
banks over second world war assets. The Federal Councfl K 
to take further steps If toe legislation, approved on Monday 
by toe Now Jersey Assembly, also passes the Senate and Is 
signed into law by Governor Christie Whitman. 

Among Swiss options would be a complaint before the 
World Trade Organisation, which could issue a binding rulW 
that such sanctions violate global trade rules. 

Pascal Couchepin, economy minister, raised the issue wtw° 
he met in Geneva with US Trade Representative Charlene 
Barshefcky, an aide said. Mr Couchepin stressed that the 
New Jersey rate was In dear contradiction to world trade 
rales, which ban discrimination. A Swiss government spoke** 

man said: <r The Federal Council condemns the decision tytM 

house of repre s e ntat i ve s of New Jersey to pass a tew to boy* 
cott Swiss banks in this American state.” AP, Bern 
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E U M O NEY BRITAIN TO SEEK WAYS AROUND ATHENS 1 ' OPPOSITION TO BRUSSELS FINANCIAL AID FOR RIVAL 

Greece pressed on Turkey veto 


Bjr David Buchan in London 
and Lionel Barter in Brussels 

Britain is mounting a push 
in the last month of its Euro- 
pean Union presidency to get 
Greece to drop its veto on 
EU money long promised 
Turkey as a counterpart to 
its 1996 customs union with 
Europe. 

Robin Cook, the UK for- 
eign secretary, wound up 
ministerial talks in Ankara 
on Tuesday night by telling 
a press conference “it Is 
clear that 14 member states 
want to see" Turkey get its 
promised Ecu375m ($4l0mj 


finan cial aid from Brussels 
and saying that “there are 
ways we can take this for- 
ward"*. 

UK officials In Brussels 
suggested yesterday that 
this might mean Greece’s 14 
EU partners pushing 
through some separate •" 
financial arrangement for 
Turkey if Greece does not 
give way. 

Meanwhile, EU ambassa- 
dors of the 14 were yesterday 
trying to persuade their • 
Greek colleague to lift bis 
country’s objection to the. 
EU’s formal opening state- 
ment at an EU-Turklsh meet- 


ing set for next Monday In 
Brussels. Turkish ministers 
have still not committed 

themselves to attending the 
meeting, which Britain haw 
called to try end Ankara's 
five-month freeze in political 
relations with the Union. 

Mr Cook's plan, which met 
Turkish assent on . Tuesday, 
is 'for the formal part of the 
EU-Turklsh association 
council to focus on the Brus- 
sels Commission Initiative to 
expand the customs union, 
and for the sensitive politi- 
cal ' issues of Cyprus and 
h uman rights Inside Turkey 
to-be discussed informally. 


Greece has so far indicated It 
has no intention of letting 
the latter issues be side- 
lined. . 

A senior UK source 
claimed this week “there are 
two or three ways to get 
around the Greek govern- 
ment's opposition” to the 
money that Athens was sup- 
posed to unblock in return 
for getting a start to Cyprus' 
entry negotiations into the 
EU. 

One possibility mooted is 
to pump more money to Tur- 
key through the EU’s Medi- 
terranean programme whose 
disbursement does not 


require the unanimous 
say-so of all 15 states. A 
more distant option could 
arise if, following more posi- 
tive wording at next month’s 
EU summit in Cardiff, it was 
decided to prepare Turkey 
for eventual membership 
negotiations - without a set 
date like many east Euro- 
pean countries but with a set 
amount of money as these 
applicants will get. 

The same UK source also 
warned of “a problem for the 
Greek government carrying 
on being obstructive on an 
issue where the 14 feel 
increasingly strongly". 


Turkey's Virtue party to revive Islamist agenda 


Defunct Welfare party has regrouped under a new title and 
is demanding freedom of expression, reports Kelly Couturier 


U nder the weight of a 
military-led crackdown 
against Turkey’s Islam- 
ist movement, the country's 
new religious-oriented party 
has begun to fight back. 

“There has been an attack 
on democracy in Turkey,” 
said Aydln Menderes, a 
member of the Virtue party, 
which regroups most mem- 
bers of the now-defunct 
Islamist Welfare party. 

The Welfare party was 
banned for anti-secular 
activities in January as part 
of the military-orchestrated 
clampdown against the 
country’s Islamist movement 
which began last year. 

Anxious to distance them- 
selves from the Welfare 
party, leaders of the Virtue 
party have dropped any lan- 
guage that explicitly links 
them to the previous Islam- 
ist movement, preferring 
instead to stress democrati- 
satlon and calls for 
increased freedom of expres- 
sion. 

But behind the new lan- 
guage of the Virtue party, 
many observers say, is the 
same goal espoused by Wel- 


fare: to bring public policy to 
this Moslem country more in 
line with Islamic principles. 

“Nothing has changed 
from Welfare's transition 
into the Virtue party," said 
Bulent Akarcali. member of 
parliament for the r uling 
Motherland party. 

In the continuing crack- 
down against religious fun- 
damentalism, the minority 
coalition government of 
Mesut Yilmaz, the prime 
minister, has enacted a 
sweeping education reform 
that has effectively slashed 
enro lment In religious high 
schools. 

Police raids have been 
launched in several cities 
against businesses suspected 
of i financing f undamentalis t 
activities, with dozens taken 
into custody for interroga- 
tion. 

And courts have brought a 
series of cases against Islam- 
ist politicians, including Ist- 
anbul mayor Recep Tayyip 
Erdogan and Necmettin 
Erbakan, wbo beaded the 
Welfare party and served as 
prime minister during the 
party's brief stint in power 


IFC to take 
Macedonia 


World Bank arm agrees to subscribe to $25m of 
convertible bonds to help pave way for flagship 
privatisation in former. Yugoslav state 


By Kevin Dona, 

East Europe Correspondent 

The International Finance 
Corporation, the private sec- 
tor arm of the World Bank, 
has agreed to take a stake in 
Makedonski Telekomunika- 
cii < MakTel). Macedonia’s 
state-owned telecommunica- 
tions utility. 

It has subscribed to 525m 
of convertible bonds in Mak- 
Tel in a preliminary move 
aimed at paying the way for 
the flagship privatisation of 
the telephone operator later 
this year. It has also under- 
taken to seek institutional 
investors to invest a further 
$25m in a second tranche of 
convertible bonds. 

The Macedonian govern- 
ment is hoping that the IFC 
investment will increase 
interest from western tele- 
coms groups in the sale of a 
strategic holding in MakTel, 
which is planned to take 
place by international tender 
during the summer, before 
the general election in the 
autumn. 

A successful privatisation 
of MakTel is crucial to gov- 
ernment plans for reforming 
the. slaw-moving economy. 

The poorest of the states' 
to emerge from the collapse 
of former Yugoslavia. Mac- 
edonia haw received less for- 
eign direct Investment than 
any of the countries in east 
Europe since the collapse of 
communism. 

The value of this single 
transaction, which could 
value MakTel at around 
gSOOm. is expected to exceed 
all of the foreign direct 
investment that has flowed - 
into Macedonia since it 
declared independence in 
1991. 

The government is offer 
ing a stake of 33L3 per cent 
and management control as 
part of the effort to ldckstart 
its. belated privatisation pro- 
gramme. 

It is planned that the 
bonds sold to IFC and other 
potential financial investors 
will be converted into new 
shares at the same price as 
negotiated by the govern- 
ment with a strategic inves- 
tor, up to an upper' limit of 
7,5 per cent of the MakTel 
equity. 

Outstanding bonds above 
this amount will continue to 


be held by the investors. The 
bends have a five-year matu- 
rity, variable Interest rate, 
and a two-year grace period 
for repayment of principal 

Macedonia is also negotia- 
ting a separate pre-privatisa- 
tion ffr ^BT i rirg deal' for Mak- 
Tel with the European Bank 
for Reconstruction and 
Development. 

The EBRD is considering 
the investment of $25m in a 
special category share in 
MakTel. The share would be 
exchanged for ordinary 
shares from the govern- 
ment’s holding at the 


A successful 
privatisation of 
MakTel is crucial 
to government 
plans for 
reforming the 
slow-moving 
economy 


moment of privatisation, as 
with IFC, at the price 
agreed with the strategic 
investor. 

The government Is offer- 
ing a monopoly on fixed tele- 
phone services-to the end of 
2005 and on mobile tele- 
phony to 2000. 

The government la hoping 
that this deal, together with 
the imminent sale of a 

majority stake in Stopanska 

Banka, the country's largest 
bank, to a consortium led by 
Erste Bank of Austria and 
including IFC and EBRD, 
will finally put it on the map 
for foreign investors. 

The funds from IFC and 
other potential investors will 
be used to finance MakTel's 
capital investment pro- 
gramme this year of around 
575m. 

Macedonia’s 2m people 
have about 408.000 telephone 
lines, a penetration rate of 
around 20 per cent, but it is 
planned to double this by . 
2002. 

About 40,000 new lines 
were Installed in 1997 and a 
further 60,000 are planned 
this year. 


in 1996-97. Mr Erbakan’s gov- 
ernment collapsed In June 
1997 under heavy pressure 
from the military after he 
failed to enact anti-funda- 
mentalist measures sought 
by the top brass. 

Months earQer the mili- 
tary - the nation’s self-ap- 
pointed guarantors of Tur- 
key’s secular traditions - 
had identified religious radi- 
calism as the country's top 
domestic threat 
Mr Erbakan, who was ban- 
ned from practising party 
politics as a result of the 
court decision to dissolve the 
Welfare party, faces trial in 
June on charges of insulting 
the Constitutional Court 

M r Erbakan, who still 
wields great authority 
over the Virtue party 
from behind the scenes, 
called the decision to ban 
the Welfare party “a vital 
and historic mistake” and 
“legal murder." 

Mr Erdogan, who is widely 
tipped to take over as leader 
of the Virtue party, was sen- 
tenced in April to 10 months 
in prison on charges of incit- 


ing religious hatred for recit- 
ing the following lines from 
a poem during a speech last 
December: “The mosques are 
our barracks, the domes our 
helmets, the minarets our 
bayonets and tbe faithful 
our soldiers.” 

Free while bis sentence is 
on appeal, Mr Erdogan told a 
gathering of foreign journal- 
ists recently: “In a country 
where people still wonder 
whether what they say will 
lead to their party’s closure, 
the democratisation process 
cannot be very rapid. If 
people can speak openly 
without fear of reprisal we 
will have a much more 
transparent and democratic 
society." 

Mr Akarcali, of the 
Motherland party, agrees 
that Turkey needs more free- 
doms, including freedom of 
expression and freedom of 
belief. 

But like many in the secu- 
lar establishment, Mr Akar- 
cali shares the military's 
deep mistrust of the coun- 
try’s political Islami c move- 
ment and says that every- 
thing now being done by tbe 
state to stop fundamentalists 
in their tracks is justified. 

“Democratically, they are 


totally unreliable,” he said, 
referring to tbe political 
Isl amis t movement 

“They are creating divi- 
sions in the country just like 
the [Kurdistan Workers 
party] PKK has done,” he 
said, referring to the armed 
separatist group that has 
waged a guerrilla war in 
south-eastern Turkey since 
1964. 

To overcome those divi- 
sions and stop the rise of 
fundamentalism in Turkey, 
the government, according 
to Mr Akarcali, must follow 
policies geared toward con- 
tinuing economic growth, 
reducing inflation - now 
running at an estimated 
SO per cent - and cutting 
down the gaping disparities 
in Income distribution 
among Turkey’s richest and 
poorest. 

These policies, tbe legisla- 
tor says, will do much to 
repair the political fragmen- 
tation that has led to the 
weak. Ineffective govern- 
ment coalitions of recent 
years. 

“When there is a strong 
civilian government, there is 
no instability and the army 
minds its own business," he 
said. 



Two Van Goghs and 
a Cezanne stolen 


Masked gunmen broke into a 
Rome museum and stole two 
priceless paintings by Van 
Gogh and one by CAzanne, a 
museum official said 
yesterday, Agencies report 
from Rome. 

The gunmen broke into the 
National Gallery of Modem Art 
on Tuesday night, bound and 
gagged three guards and 
locked them in a room before 
making off with the paintings, 
the official added. 

Blanca Aiessandra Pinto, 
the museum’s superintendent, 
said the works were Van 
Gogh's The Gardener” 
(above) and "L'Aridsienne", 
and Cdzanne's “Le Cabanon 
da Jourdan". 

The paintings were too 
famous to be sold and the 
thieves went directly to them, 
bypassing other valuable 
works. This suggested the 


theft might have been 
commissioned by an art 
collector. It was also possible 
the thieves planned to make a 
ransom demand. 

The Cezanne is one of his 
last works, painted in 1906, 
the year of his death. Though 
unfinished, “Le Cabanon de 
Jourdan" has immense 
historical importance, the 
ANSA news agency said. 

The two pointings by Van 
Gogh were also late works, 
ANSA added. Van Gogh ■ 
painted L'Arlfeienne early in 
1890, the year of his suicide; 
the painting was exhibited in 
the historic Van Gogh 
retrospective in Amsterdam in 
1990. 

He painted The Gardener" 
the year before he died, while 
a patient at an asylum in St 
R6my, France. Picture, AP 


Malta’s 
PM faces 
mounting 
opposition 

By Gotffrey Grima in VaRetta 

Alfred Sant, Malta's prime 

mini ster, is facing open defi- 
ance from au Increasing 
□umber of MPs who oppose 
many of his key foreign and 
domestic policies. 

These include the decision 
to put on ice Malta's applica- 
tion to join the European 
Union, tough budgetary mea- 
sures being enforced this 
year, and a proposal to intro- 
duce divorce on the predomi- 
nantly Catholic island. 

Leading tbe charge are 
two Labour party heavy- 
weights, Dom Min toff a for- 
mer prime minister and 
party leader, and Lino Spi- 
tcri, Mr Sant's former minis- 
ter for economic planning 
and finance. Mr Spiteri 
resigned in March last year, 
sparking widespread 
rumours of serious differ- 
ences with the government 
over its customs tax regime, 
which replaced value added 
tax. 

Mr Spiteri set off another 
controversy this month by 
advising the government to 
revive Malta's application to 
join the EU and by endors- 
ing tbe virtues of VAT over 
the existing customs and 
excise tax regime. 

His stand, published in a 
local newspaper, followed 
the announcement in Lux- 
embourg in April of the con- 
ditions Brussels had laid 
down for the creation of a 
free-trade zone with Malta in 
three years' time. 

In addition, two other 
Labour MPs have stated 
they will vote against the 
introduction of divorce in 
parliament if given a free 
vote. 

Support for Mr Sant's gov- 
ernment is at a low ebb, not 
least because of the sluggish 
performance of Malta's econ- 
omy, even though tourist 
receipts and the export of 
semi-manufactured goods 
are on the increase. 
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FOOTBALL COMPETITION BLOW TO MULTIPLE OWNERSHIP 


Uefa ruling angers 
commercial owners 


By Patrick Hanrerson in London 

A simmering dispute 
between football's interna- 
tional authorities and the 
sport's new breed of com- 
mercial owners erupted yes- 
terday when Uefa. the Euro- 
pean governing body, 
banned dubs with the same 
owner from participating in 
the same competition. 

The decision was made by 
Uefa's executive committee, 
meeting in Amsterdam for 
the Champions League Huai, 
and will spark a fierce legal 
battle between club owners 
and the game's governing 
body. 

’They have now activated 
a time-bomb,” said a football 
executive who attended the 
Uefa meetings. 

Under the ruling, if two 
clubs with the same owner 
qualify for a competition, 
Uera will decide which one 
can take part. 

Currently, in Europe only 
two companies own more 
than one club, but mare cor- 
porations are looking into 
the possibility of multiple 
club ownership. 

Fife. world football's gov- 
erning body, is taking a 
close interest in the multiple 
club ownership issue, but It 
has so far fallen short of 
banning the practice. At its 
congress in Paris next 
month Fifa is only consider- 
ing a new rule prohibiting 


companies from owning 
more than one club in the 
same country. 

Enic, the UK sports and 
leisure group, is football's 
first conglomerate and owns 
controlling interests In 
Vicenza of Italy. Slavia 
Prague of the Czech Repub- 
lic and AEK Athens of 
Greece and a large minority 
stake in Rangers or Scotland. 
Canal Plus, the French tele- 
vision company, owns Paris 
St Germain of France and 
Servette of Switzerland. 

Among other companies 
considering becoming multi- 
ple club owners is IMG, the 
sports management group 
run by Mark McCormack, 
the influential sports agent 
and entrepreneur. The com- 
pany already owns Racing 
Strasbourg of France and 
has set up a special fund to 
invest in other clubs and 
sporting interests. 

Enic said yesterday it was 
taking legal advice about the 
Uefa ruling, but the com- 
pany is expected to chal- 
lenge the ban in the Euro- 
pean courts on the grounds 
that it is a breach of the 
Treaty of Rome, which pro- 
tects the free flow of capital 
and commerce within tbe 
European Union. 

Legal action is likely to be 
taken soon because two of 
Enic's clubs, Slavia Prague 
and AEK Athens, have quali- 
fied for next season's Uefa 


Cup, the draw for which 
takes place in July. Canal 
Plus was not available for 

comment. 

Uefa has taken action 
against multiple club owners 
because it fears sporting 
impartiality could be under- 
mined when two clubs with 
the same owner meet in 
competition. In particular, 
the authorities fear the 
company would be tempted 
to “fix" the game to 
guarantee the most lucrative 
outcome for its business 
interests. 

Enic has long argued that 
such fears are groundless. It 
bpn said there would be no 
risk of match tampering 
because a meeting of two 
clubs with the same owner 
would attract so much scru- 
tiny that it would be Impos- 
sible. 

The speed of Uefa's deci- 
sion took football by stir- 
prise It had set up two com- 
mittees to look into the 
ownership issue only 10 days 
ago. However, observers 
believe rumours this week 
that several corporate take- 
overs of clubs were immi- 
nent spurred Uefa into 
action. 

Observers say Uefa has 
tackled the issue of club 
ownership head on because 
it is worried about powerful 
corporate owners eventually 
grouping together to form 
their own competitions. 



Prickly Horn of Africa states 
threaten to fight over border 

Michela Wrong reports that Eritrea and Ethiopia, both scarred 
by recent conflict, are showing signs of going to war 


“Two bald men fighting over 
a comb” was the way a nov- 
elist once described the Falk- 
lands war. Tbe same might 
be said or Eritrea and Ethio- 
pia. which in the past fort- 
night have been moving, to 
general bemusement, 
towards a military show- 
down over a triangle of bor- 
der territory. 

A year ago the idea that 
these two former allies, 
which together toppled Ethi- 
opian dictator Mengistu 
Haile Mariam, should be 
threatening to go to war 
over a 150- square- mile area 
of land would have seemed 
absurd. 

Both nations, many would 
have argued, had been 
scarred too deeply by con- 
flict to dream of another mil- 
itary adventure. Both admin- 
istrations, regarded by the 
west as among the most 
enlightened in Africa, 
seemed too aware of the 
need to combat poverty to 
consider such costly outlay. 

Yet by Tuesday Ethiopia's 
foreign minister was warn- 
ing his country's patience 
was at snapping point and 
the spat could develop into 
“full-scale conflict”. 

There were ominous 
reports of reinforcements 
and trench-digging and nei- 
ther Djibouti’s President 
Hassan Gouled Aptidon nor 
Susan Rice, US assistant sec- 
retary of state for Africa, 


seemed to have made much 
progress in attempts to 
mediate between two notori- 
ously inflexible leaderships. 

The hostilities which 
broke out on May 6. claiming 
anything between 20 and 200 
lives, highlight the fact that 
relations between the two 
administrations have always 
been more complex than 
western governments 
wanted to believe. 

“Hie relationship between 
the EPLF and TPLF have 
always been more up and 
down than has been por- 
trayed in public,” says Pat- 
rick Gflkes. an expert on the 
Horn of Africa. “It has by no 
means been all sweetness 
and light.” Certainly. Eri- 
trean guerrilla forces trained 
and nurtured the Tigre 
Peop le's Liberation Front 
(TPLF) and spearheaded the 
assault that allowed the 
rebel movement to seize con- 
trol of Addis Ababa, a role 
recognised with the granting 
of de facto independence to 
the province by Ethiopia's 
new authorities in 199L 

But even when the TPLF 
and the Eritrean People's 
Liberation Front (EPLF) 
were fighting together, there 
were differences over ideol- 
ogy and squabbles over sup- 
ply routes, disputes reso- 
lutely suppressed at a time 
when co-operation was 
deemed essential to victory. 

With peace has come a 


ADVERTISEMENT 


BLUE CHIPS OF TODAY AM) TOMOlUUm 


The OYO Group: 

a Japan-US relationship which produces results 

OYO was founded forty yean ago and is involved in geology and geophysics technology. 

It has established itself as the leading company in geological, geophysical and geotechnical engineering 
services in its domestic market and is contributing to the national infrastructure of Japan 
— a country well-known as prone to natural disasters. 

In the early 1 980'$ it entered the US market which is the world standard setter in geophysical science 
applications. OYO now has a substantial global R&D establishment and has made great strides in 
internationalising In the domestic market, there is greater emphasis on safety assuredness in social 
infrastructure and the OYO Group is now iveWplaced to answer the need. 


The OYO Group 
Saloru Ohya. the President of 
OYO, i»ays. “the strength of the 
OYO Group is not In the parent 
company but in the interlocking 
technologies of the OYO Group". 
The original objective of OYO 
was to be an integrated consult- 
ing company in the earth sci- 
ences and from that perspective 
llte international development is 
extremely ini port an l 

The basic guidelines or group 
uralegy are the twin concepts or 
uitemntionnlisntion and localisa- 
tion and of specialisation and 
integration. These two concepts 
appear t« have contradictory 
inmipimcnis. bill n review of the 
group's success overseas under- 
lines their relevance and impact. 

\s regards internal iona Lisa - 
linn and localisation, in Novem- 
ber 1997 there was the major 
step forward when the sub- 
sidiary. OYO Geospaep, was list- 
ed on N ASD \Q. OYO Geospace Is 
one of Hie subsidiaries or the US 
holding company, OYO Corpora- 
tion l IS \. and is itseir active in oil 
exploration related services. In 
I USd OYO acquired Geo Spare 
Corporation a company that is a 
world leader in graphemes and 


physical science applications. 

Now the OYO Group counts 
over thirty member companies 
and many orthese have technol- 
ogy and instrumentation setting 
world standards. As examples of 
the breadth of coverage, there is 
Geometries active in magnetic 
and electromagnetic insirmnen- 
taiion. Rinemetrics active in 
strong motion seismometers, 
and Geophysical Survey Systems 
active in ground penetrating 
radar apptications. 

"Our overseas member com- 
panies have as their sales point 
the degree of specialisation in 
earth sciences related technolo- 
gy. it is absolutely vital that such 
highly professional teams or spe- 
cialists should work in organisa- 
tions that have a folly localised 
management. The listing of OYO 
Geospnce was therefore very 
important us it opens the path to 
the local raising of capital and 
the local development of the US 
arm of the OYO Group. This is 
an important step in nur concept 
orinlematioiiaUsatiou and local- 
isation. There should be other 
such examples. TrueTune is a 
company involved in tile manu- 
facturing and side of reception 
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hydrophones and there is anoth- 
er important subsidiary , OYO 
Instruments, which is in plotters 
and seismic equipment used in 
oil and gas exploration. 

OYO Instruments was estab- 
lished in 1980 as the first over- 
seas subsidiary of OYO. It had 
the daunting task of marketing 
OYO developed geophysical 
instrumentation in the US: the 
world’s most demanding market 
for oil and gas exploration. That 
was now some twenty years ago 
and in the intervening period in 
the mid- 1 980's there was a 
severe depression in the US ail 
industry to contend with. 

Nevertheless, by the early 
I9fl0's OYO USA was able to 
make a string of acquisitions 
with the atm of building a core of 
companies specialised in geo- 
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devices for the extremely pre- 
cise time signals used in GPS. 
global-positioning system, appli- 
cations. It is a candidate for this 
further level or localisation." 

In another ten years, OYO 
aims to have a group turnover of 
YluObn (year to December 1997 
YSOhn) and an overseas sub- 
sidiary contribution to turnover 
of 25% c 17%). In fact last finan- 
cial year saw tiie overseas sub- 
sidiaries* turnover rise by 25% 
and in the current year the fore- 
cast is 16%. so the ten year tar- 
get is fniriy conservative. 

World standards 
The other concept of specialisa- 
tion and integration involves the 
intention or incorporating the 
latest OYO Group developed 
world standards in geophysical 


sciences into the applied geo- 
physics of site investigation 
work. This enables 9Y0 la pur- 
sue differentiation mid gain a 
competitive edge in the market 

Between July and September 
of last year OYO was involved in 
a programme of Japanese 
marine seismic surveying at 
depths in excess of 3,000m to 
investigate the detailed geologi- 
cal structures of the sea floor 
and below the sea floor using 
reflection seismic exploration 
techniques. 

“The organisation of the sur- 
vey and tbe systems to be used 
meant that Japanese engineer- 
ing staff were sent to Houston 
and US engineering staff highly 
experienced in uil and gas 
exploration were sent to Tokyo 
and there was extensive liaison 
between the member companies 
such as OYO Instruments. Also 
mobilised was Ocean Engineer- 
ing, a subsidiary specialising in 
marine engineering. The result 
was that we were able to get a 
run of the best dalo ever on a 
section of Japan's sea bed geolo- 
gy. Without our global speciali- 
sation and integration process, 
OYO would not have been able 
to have won the contract to do 
such a survey." 

This entry into marine appli- 
cations is clearly a new and 
important departure in applied 
geophysical survey techniques 
for the future development of 
OTO. There are a number oF 
major infrastructure projects 
involving marine environment 
civil engineering which have 
been timetabled already, such as 
the Chubu New international 
Airport, ft is generally agreed 
among experts that there will be 
a large demand for marine civil 
engineering in the coming cen- 
tury. OYO is positioning itself to 
be able to contract for the nec- 
essary investigation work for 
which there is such a large 
potential demand. 

The application of tile tech- 
nology and know how in the 
overseas member companies Is 
possible in many other areas too. 
With the increased awareness of 
the importance of disaster pre- 
vention measures following the 
1995 Kobe Earthquake, OYO has 
been active In establishing a net- 
work or strong motion seis- 
mometers exploiting the 
Rinemetrics technology. The 
various arms of the Japanese 
government and the various 
local authorities are now very 
interested in such instrumenta- 
tion for risk control. 

“If OYO cannot provide the 
professionals from the parent 
company, then they can be pro- 
vided from one of the member 
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companies. Wherever they come 
from, they will be world stan- 
dard professionals." With the 
ever more demanding require- 
ments of such consulting work 
this OY'O Group capability will 
pay returns. 

Public sector and 
private sector 
With the current central govern- 
ment policy of fiscal retrench- 
ment being applied, public 
works expenditure is on a medi- 
um term declining trend. The 
parent company, OYO, depends 
for more than 65% of its 
turnover on central and local 
government and public sector 
bodies, ft bas to be admitted that 
the business environment in that 
respect is unfavourable. 

“Having been in the oil 
exploration industry in the US in 
the 1950’s, our me tile has been 
tested. Those companies which 
can pull through difficult times, 
emerge that much more com- 
petitive and capable. We have 
every intention of being among 
those companies that emerge 
lighting fit and have the finan- 
cial stamina to do iL” 

“To be perfectly frank, we 
have been overly dependent on 
the public sector and have not 
been sufficiently active in our 
marketing to the private sector. 
A more positive way or looking at 
the situation would be to say that 
we must exploit the technology 
and know how that we have built 
up in our public sector work and 
apply it to the private sector. Co- 
operation with die major compa- 
nies in construction and in civil 
engineering is already making 
great strides forward." 

Risk management 

Japan is known as a country 
prone to natural disasters and 
with forty years of accumulated 


data, OYO is well- placed to enter 
an absolutely new business area: 
risk management. A joint ven- 
ture. OYO RMS, bas been formed 
with Risk Management Solutions 
or the US this month. 

From July of this year premi- 
ums for casualty insurance wQl 
be liberalised and insurers and 
re-insurers will have to assess 
the earthquake, typhoon and 
other risks of a policy for the first 
time. This means a new require- 
ment for the relevant scientific 
data in order to analyse and 
evaluate the risk. This type of 
risk evaluation procedure has 
many other applications and 
Japan is a promising market. 

“RMS is a leading provider 
of risk management products 
and services to ihe insurance, 
reinsurance and financial indus- 
tries. OYO is a leading company 
in Japan in the field of earth- 
quake risk assessment. This 
partnership will create a power- 
ful venture which will provide 
the finest in the state of the art 
services to the private and gov- 
ernment sector on risk manage- 
ment issues in Japan." 

“Al the turn of the century, 
the OYO approach in the early 
1980's of building an Interna- 
tional, but localised, grouping of 
member companies Is proving to 
be a great help in the new com- 
petitive environment. Personal- 
ly I have had nearly leu years’ 
experience of working in the US 
and have gone through the great 
depression oT the oil exploration 
industry and its subsequent 
recovery along with my cus- 
tomers. I am convinced that hav- 
ing that shared experience is a 
great help in my management of 
the OYO Group.” 


OYO Corporation 

Tokyo, Japan 
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lnaaming of that discipline 
and the belated realisation of 
what Eritrean independence 

means in strategic and eco- 
nomic terms. 

The resulting buildup in 
tension may ex plain why an 
incident which would nor- 
mally have hptrn dismissed 
as just the latest in a series 
of minor border clashes has 
turned into a dangerous 
flashpoint. 

Many Ethiopians still feel 
bereaved by the surrender of 
Eritrea and the Bed Sea 
coastline and blame tits loss 
on what they regard as 
overly friendly relations 
between the prime minister, 
Meles Zenawi, a Tigrayan, 
and the Eritrean leadership. 

Their traders, they com- 
plain. are being overcharged 
at the inefficient port of. 
Assab. They are also aware 
that while Ethiopian employ- 
ees were deported from and 
re main unwelcome in the 
new Eritrea, 300,000-400.000 
Eritreans still work in Ethio- 
pia. That resentment has 
been matched by anger in 
Asmara over the reception 
given the ni>icfa- the . cur- 
rency Eritrea launched last 
year. Eritrea had wanted an 
arrangement allowing the 
wairffl ami Ethiopian birr to 
be accepted as legal tender 
in both countries, with both 
trading at parity. 

After months of dithering 
Ethiopia abruptly rejected 
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that option, insisting Eritrea 
should be treated in the 
same way as any other sov- 
ereign state and be required 
to provide foreign exchange 
to cover all but the smallest 
transactions. 

“In financial terms, the 
Ethiopians were right to do 
what they did. But the Eri- 
treans had simply assumed 
they would get what they 
wanted,” says a local diplo- 
mat. “Foreign ex chang e is In 
very short supply in Eritrea 
and there is a huge amount 
of bitterness over what hap- 
pened.” 

Adding to this heady cock- 
tall is the character of the 
young government in 
Asmara. Hardened by a 
quarter of a century In the 
bush, determined to plough 
its owu furrow/it is showing 
signs of suffering from 
“small man” syndrome. 

A succession of frontier 
disputes with Sudan. Yemen 
and Djibouti have -alternated 
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with virulent attacks on the 
Organisation of African 
Unity and United Nations by 
president Issaias Afewerid 

Tbe price of such belliger- 
ence comes . high. State- 
owned Ethiopian Airlines 
has cancelled its flights to 
Asmara, removing a key tizik 
with the outside world for a 
country with no national air- 
line. Ethiopia's central bank 
has ordered traders to boy- 
cott Assab and Massawa 
ports, providing Djibouti 
with an unexpected bonanza. 

But if this crisis endures, 
Eritrea will not suffer alone. 
After years of painstaking 
reform. Ethiopia recently 
declared itself open for busi- 
ness with the outside world. 
Among the poorest countries 
in the war, both are desper- 
ate for foreign investment in 
their mining and petroleum 
sectors. Both may soon real- 
ise that war is the biggest 
business disincentive 
around. 


Israel proposes 
rules of origin 
talks with EU 


By Judy Dempsey hi Jerusalem 


Yaakov Neeman. Israel's 
finance minister, yesterday 
tried to contain a trade dis- 
pute with the European 
Union, proposing talks on 
rules of origin for exports 
given preferential treatment 
by the EU. 

Israel earlier slammed 
attempts by Brussels to 
restrict ‘ preferential' treat- 
ment for exports from the 
occupied territories, which 
the EU says are not part of 
IsraeL 

In a meeting with the 15 
EU ambassadors, Mr Nee- 
man warned the peace pro- 
cess could be undermined If 
such exports were excluded 
from preferential treatment 

Commission officials In 
Brussels said they had no 
intention at withdrawing a 
paper showing how Israel 
was contravening agreed 
rules of origin in the 1995 
EU-Israel trade accord. 

“Israel must come clean 
with the rules of origin and 
play by the book,” said a 
Commission official. “This 
means letting the Palestin- 
ians breathe economically 
Instead of forcing them to 


trade only with IsraeL" 

Mr Neeman yesterday 
acknowledged the EU had no 
intention of imposing sanc- 
tions or a boycott 

In a bid to resolve tbe dis- 
pute, Mr Neeman asked the 
Commission to withdraw the 
rules of origin paper, and 
suggested la unching discus- 
sions an regional or “diago- 
nal cumulation” of origin. 

* * Under tins, Israeli compa- 
nies, for example, would be 
allowed to export textiles to 
the EU under preferential 
treatment even though the 
textiles were produced in 
Jordan. 

Hrwever. the Commission 
is insisting that regional 
cumulation talks cannot 
begin until Israel abides by 
the rules of origin - and 
acknowledges the right of 
the Palestinians to bave eco- 
nomic agreements with 
other states, including tbe 
EU. “We have a trade agree- 
ment with tbe Palestinians 
but Israel's self-imposed 
obstacles on Palestinian free 
trade with the rest of the 
world impede Palestinian 
economic development. This 
has to be sorted out first." he 
added. 


Egypt to 
press on 
with state 
bank sale 

By Marie Unhand ia Cairo 


Egypt will this year launch 
plans for full privatisation of 
a state-owned bank and will 
open the offer to foreign 
shareholders, the economy 
ministry said yesterday. The 
statement contradicted one 
made in parliament earlier 
this week, in which the gov- 
ernment said it bad shelved 
plans to privatise tbe banks 
for three years. 

Parliament had been told 
that It would take a mini- 
mum of three years to sell 
the four main state-owned 
banks. But the government 
yesterday made tt clear that 
it would keep to its original 
timetable and plans to begin 
the process of selling one 
this year. 

Parliament is debating leg- 
islation allowing the banks 
to be privatised. New legisla- 
tion will also allow privatisa- 
tion of one of the four state- 
owned insurance companies, 
also intended for this year. 

Egypt's largest private 
sector bank. Commercial 
International Bank, was yes- 
terday assigned a BBB- 
long-term and A3 short-term 
rating by Standard & Poor's, 
the US credit rating agency. 
S&P said the bank’s outlook 
was stable, in spite of a 
recent drop in profits follow- 
ing changes in the tax law. 


Contract 
awarded 
for cable 
network 


By Louise Kehoe 
in San Francisco 

Lucent Technologies has 
won a $lbn contract to sup- 
ply equipment and software 
for Project Oxygen - a 
global undersea optical cable 
network to be built over tbe 
next four yea rs. 

Backed by CTR Group, a 
New Jersey company spe- 
cialising in building new 
cable-based networks. Proj- 
ect Oxygen is a “super inter- 
net” that will span every 
continent except Antarctica, 
nearly doubling the mileage 
of today's undersea fibre-op- 
tic cable network. The goal 
of the project was to sharply 
decrease the cost of commu- 
nications by increasing 
available bandwidth. CTR 
said. 

Lucent is the first com- 
pany to be granted a large 
supply contract for the proj- 
ect. It will provide network- 
ing equipment and software 
used to route traffic and 
manage the network which 
will carry voice, data and 
video signals. The communi- 
cations equipment company 
will begin delivering equip- 
ment for the transatlantic 
phase of Project Oxygen 
next year. Trans-Pacific 
routes as well as a terrestrial 
link across north America, 
will follow in late 2000. 
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EU compromise on 
food labelling 


By ftBctedl Smith In Brussels 

The European Commission 
yesterday bowed to pressure 
from European Union coun- 
tries and agreed that geneti- 
cally modified food will only 
have to be labelled when its 
presence Is proven. 

The EU executive dropped 
its requirement that foods 
should carry “may contain" 
labels when tt Is uncertain if 
they Include genetically 
modified organisms. 
Although the Commission 
had the authority to impose 
its own system it would have 
had to have done so in the 
face of opposition from all 
EU countries except Den- 
mark, Sweden and Italy, and 
from the European parlia- 
ment 

Its concession cleared the 
way for countries to adopt 
final proposals on the label- 
ling of genetically modified 
maize and soya, probably on 
Monday at a meeting of farm 
ministers. The proposals are 
expected to set a precedent 
for other so-called “novel 
foods” such as those with a 
modified molecular struc- 
ture. 

Even after the changes, 
the compromise package is 


viewed with suspicion in the 
US, where most of the genet- 
ically modified maize and 
soya originates. It is strongly 
opposed by Beuc, an organi- 
sation representing Euro- 
pean consumer groups, and 
by the Greenpeace environ- 
mental group. 

While some US companies 
and Greenpeace welcomed 
the shelving of the “may 
contain" labels, they are 
unhappy with the testing 
methods proposed by the 
Commission and accepted by 
EU nations. 

Under the EU’s proce- 
dures, foods would be tested 
for the presence of DNA or 
protein resulting from 
genetic modification to find 
if it remained equivalent to 
an existing food in composi- 
tion and nutritional value. 
Labelling would be required 
if the tests showed differ- 
ences. 

The US government Is 
arming those questioning the 
scientific validity of the 
tests. It believes labelling is 
unnecessary and does not 
require it In the US. 

Greenpeace and Beuc have 
lobbied for a system which 
requires manufacturers at 
each stage of the food pro- 


cessing system to declare 
whether their products are 
genetically modified. 

This would require segre- 
gation of genetically modi- 
fied crops from conventional 
crops and was rejected by 
the EU as too bureaucratic. 

Greenpeace said yesterday 
the EU's compromise propos- 
als would mea n more than 
90 per cent of products con- 
taining GMOs would not 
need to carry labels. This is 
partly because the proposed 
isolation does not apply to 
food additives, making up 
small percentages of final 
products, car to flavourings. 

The compromise, brokered 
by the UK government 
which holds the rotating 
presidency of the EU, also 
make provision for a list of 
products be drawn up for 
exemption from testing 
where it is known they do 
not contain GMOs. 

In addition it proposes a 
threshold for the detection of 
DNA or protein, below 
which lflhrfiing would not be 
required. 

Both the list and the 
threshold will be determined 
by the Commission and 
member countries in farther 
discussions. 


WORLD TRADE 


Trade round bandwagon starts to roll 


By Gay de Jaoqoitos and 
Frances Mffianis In Geneva 


! Ministers from more than 
130 countries yesterday gave 
the green light to intensive 
preparations for the launch 
next year of wide-ranging 
talks on global trade liberal- 
isation, which could develop 
Into a full-scale trade round. 

They also agreed, after a 
three-day meeting in Geneva 
marked by repeated mass 
demonstrations against free 
trade, to try to make the 
World Trade Organisation 
more transparent and 
improve public understand- 
ing of the benefits of open 
global markets. 

Charlene Barshefsky, US 
trade representative, who 
will chair preparations for 
the planned negotiations, 
said the greatest threat to 
the world trade system was 
“a failure of public trust in 
the system and suspicion of 
organisations that are secre- 
tive and non-transparent”. 

She said mistrust of glo- 
balisation among US work- 
ers was not a temporary phe- 
nomenon, but represented a 
lasting and fundamental 
change, with which all gov- 
ernments would have to 
grapple. 

Ministers will decide the 
scope and duration of the 
negotiations at their next 
meeting, in the US late next 



year. They said in a Joint 
declaration that the taifca 
could be expanded beyond 
the WTO’s existing commit- 
ments to start negotiations 
on agriculture next year and 
on services In 2000. 

Although WTO members 
still differ over priorities for 
the planned talks, this week 
saw growing convergence on 
the need for an ambitious 
agenda. Renato Ruggiero, 
WTO chief, said there was 
broad agreement on the need 
for comprehensive negotia- 


tions, which should not drag 
an too long. 

Calls by the European 
Union for a ‘'millennium 
round", to start In 2000, were 
backed by many eastern 
European countries, Austra- 
lia. several Latin American 
states, Japan and a few 
other east Asian countries; 

Although the US is still 
cautious aboilt a fall-blown 
round. President Bill Clinton. 
ntarift riftar to the WTO ♦bin 
week that his government 
no longer flatly opposed the 


idea. But Ms Barshefsky 
stressed yesterday that rapid 
liberalisation of farm trade 
remained the highest US pri- 
ority. 

■ Developing countries, 
most of which have been 
lukewarm about another big 
liberalisation push, were 
urged by President Nelson 
Mandela of South Africa this 
week to “give leadershi p to 
the development of a posi- 
tive agenda” which met 
their economic Interests. 

Mr Ruggiero wants indus- 


trialised economies to abol- 
ish on the poorest 

countries' expeats - a pro- 
posal backed tills week by 
Tony Blair, Britain's prime 
minister. . 

More contentious issues 
over the next IB months will 
be EU demands for global 
negotiations on rules for for- 
eign direct investment and 
competition policy, and US 
efforts to involve environ- 
mental and other pressure 
groups more closely in the 
WTO’s activities. 
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transport 
aircraft plans 


By Alexander Mean, 
Defence Correspon de nt, 
ta London 


The prospect that a military 
transport aircraft could be 
developed by the European 
Airbus consortium was 
clouded yesterday when Ger- 
many made clear Its Inten- 
tion to study an alternative 
based on the Russo-Ukrai- 
nlan Antonov-70. 

At a meeting in Berlin, 
officials from the seven 
countries which may pur- 
chase the so-called Future 
Large Aircraft (FLA) agreed 
the Airbus aircraft could not 
be based on the An-70. 

Airbus told governments it 
would not take on a project 
involving the An-70, which it 
believes could not be suffi- 
ciently reliable and would 
have excessively high main- 
tenance costs. 

The officials' decision per- 
mits Airbus to proceed with 
developing the aircraft to its 
own designs, and could thus 
mark a step forward far the 
FLA, seen by governments 
as a potential plank of their 
effort to build a consolidated 
European defence industry 
to compete with US rivals. 

However, although Ger- 
many apparently concurred 
in the decision, Volker Rfihe, 
its defence minister, has not 
abandoned his desire to pur- 
sue the An-70 and is asking 
Daimler-Benz Aerospace 
(Dasa) to study the aircraft 

This puts Dasa in an awk- 


ward position as an Airbus 
consortium member which 
must also pay close atten- 
tion to the wishes of its main 
customer, the German gov- 
ernment 

If Germany and any other 
countries - Britain, France, 
Italy, Spain, Belgium and 
Turkey are the others 
involved - opted to buy a 
version of the An-70, the 
FLA as a commercial pros- 
pect would be undermined, 
perhaps fatally. 

The FLA, which is only at 
the design stage, is in any 
case in doubt because of 
strong competition from US 
aircraft already on the mar- 
ket such as the C-130J of 
Lockheed Martin and Boe- 
ing’s larger C-17. 

The UK ministry of 
defence, which urgently 
needs to order transport air- 
craft, is expected this sum- 
mer to invite proposals from 
the two US companies - pro- 
posals from Airbus have 
already been requested. It 
said It could entertain a bid 
based an the An-70 provided 
it had a western prime con- 
tractor and was based on 
commercial principles. 

Airbus partners say nei- 
ther US rival meets the 
European requirements set 
by the air forces of the seven 
potential purchasers. The 
C-17, though more than large 
enough, is a jet aircraft 
which is less able to land in 
difficult terrains - a conten- 
tion disputed by Boeing. 
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Polish 
yard wins 
$400m 
order 


Airline 
alliances 
verdict by 
mid-June 
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By Christopher BoMnsM 
In Wires* 

Poland's Gdynia shipyard 
has won an order to build 
six liquid gas carriers 
against competition from 
Korean shipbuilders such as 
Hyundai and Daewoo In a 
deal worth almost S400m 
signed in Oslo yesterday 
with Bergesen, a Norwegian 
shipowner. 

The order, for two 
60,000dwt gas carriers worth 
S83m each and an option to 
build four more, marks the 
first time in 16 years that 
Bergesen. which has 120 ves- 
sels built mostly In the Far 
East, has ordered a gas car- 
rier In Europe. 

The ships will be the first 
gas carriers to be built by 
Gdynia since the 1970s and 
the deal shows the improved 
financial standing of the 
yard which showed a profit 
last year for the first time 
since 1990. 

The Gdynia price Cor the 
ships is thought to be higher 
than that offered by the 
South Koreans hut the Pol- 
ish yard was able to accept 
better payment terms. Berge- 
sen will be paying 40 per 
cent of the contract price 
during the construction of 
the vessels while the remain- 
ing 60 per cent will be paid 
on delivery. 


By Samer Mandar in Brussels 


Karel Van Mlert, the 
European Union's competi- 
tion commissioner, said yes- 
terday he was likely to reach 
a decision on planned airline 
alliances by the middle of 
next month. 

The Commission is Investi- 
gating the effects on compe- 
tition of several planned alli- 
ances, Including one 
between British Airways and 
American Airlines, and 
another involving Luft- 
hansa, of Germany, Scandi- 
navian Airline System and 
United Airlines, of the US. 

“We are not far from a 
decision," he said. "Consid- 
erable progress has been 
made." 

However, Mr Van Miert 
warned; “The devil lies in 
the details.” 

The Commission will 
simultaneously announce its 
decisions concerning the two 
alliances, although the 
BA-AA case was more 
advanced. 

The Commission Is likely 
to order the airlines give up 
take-off aid landing slots in 
exchange for approval of 
their alliances. 

Yesterday, Mr Van Miert 
reiterated his opposition to 
the sale of such slots, which 
he insists will have to be 
given up. 
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Push through 
tobacco bill, 
urges Clinton 


By Mark Seaman 
to WasfihgtM) 

President Bill Clinton 
yesterday pressed Congress 
to move quickly on the pro- 
posed national tobacco set- 
tlement being debated in the 
Senate, but the legislation 
remained bogged down by 
disputes ranging from the 
amount cigarette prices 
should be raised to what 
should happen to subsidies 
for tobacco farmers. 

In his clearest endorse- 
ment of the legislation so 
fer, Mr Clinton used a care- 
fully staged White House 
event with 1,400 children to 
warn that tobacco was the 
“greatest public health 
threat” facing young 
Americans. 

“This bill is our best 
chance to protect the health 
of our children, to keep them 
from getting hooked on ciga- 
rettes,” he said. 

“It Is a good strong bilL 
Congress should pass it and 
pass it now.'” 

But despite Mr Clinton's 
urging, it seemed increas- 


ingly likely that a final vote 
on the controversial legisla- 
tion would be delayed until 
alter the Senate returned 
from next week's Memorial 
Day recess as agreements on 
a number of crucial amend- 
ments proved elusive. 

John McCain, the princi- 
pal sponsor of the bill, said 
that while he had never 
“firmly expected” debate to 
be completed this week, he 
remained optimistic that the 
outstanding problems could 
be resolved in time. 

However, Dan Nickles, the 
majority whip and an out- 
spoken opponent of the pro- 
posals, said be thought a 
final vote this week was now 
highly unlikely. 

The biggest disagreement 
so far has focused an protec- 
tions for tobacco farmers 
who would be hit by the leg- 
islation. 

The bill e qptJiiTia a 
package to help farmers 
which is broadly supported 
by the White House. 

However, Republicans are 
backing an alternative 
J18.5bn measure which 
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would provide more money 
up front, but would also 
phase out the complex price 
support system for tobacco 
that the government cur- 
rently oversees, potentially 
leading to a sharp drop in 
tobacco prices. 

Further unresolved dis- 
agreements irtrfliirip. the scale 
and pace of cigarette prices 
rises end proposed provi- 
sions to limit the habOity of 
tobacco companies. 

Although fha bill w>Tis for 
a $1.10 rise per pack over 5 
years, some senators want a 


much tougher $1-50 increase 
over three years. 

Following discussions wttb 
the White House, Mr McCain 
has also agreed to propose 
an increase in the annual 
liability cap on damages the 
industry can be required to 
pay out from $&5bn to $8tm 
while also raising the 

ranytwmwi flwunrial p pnaH-jftq 

on tobacco companies if 
they fail to reduce under- 
age smoking to $4bn from 
$&5bn. 

That is still not enough fin- 
many legislators, though. 


an it a further amanitmant on 

whether to strip the bill of 
all liability protections is 
also due to be debated. 

Nevertheless, one conten- 
tions Issue was resolved on 
Tuesday night when an 
amendment on whether to 
limit the lawyers’ fees for 
the settlement was defeated. 
Many trial lawyers who 
helped bring suits against 
the tobacco Industry stand 
to make hundreds of mil- 
lions of dollars in contin- 
gency fees if the legislation 
la approved. 


New York SE may 
be trading places 


By John Labate In Hew Yoik 

T he signs haven’t been 
posted yet. and New 
York City officials are 
scrambling to dose a deal 
that could keep the New 
York Stock Exchange on 
Wall Street. But the world’s 
largest stock exchange 
remains on the brink of 
deriding whether to vacate 
one of capitalism's more sol- 
emn landmarks, the famous 
Corinthian-columned build- 
ing that has been its home 
for nearly 100 years. 

Despite $ibn in technology 
investments in the past 
decade, the NYSE building 
lacks perhaps the most pre- 
cious commodity to the hun- 
dreds of traders and special- 
ists who busily ply their 
trade there every day: space. 

“It’s not a crisis for the 
company listings, but it is an 
ongoing crisis for the 
mechanics who actually 
have to turn the nuts and 
bolts on the trading floor, “ 
said Bob Seijas, co-president 
of the Specialists Associa- 
tion, which represents the 
watchdogs who oversee trad- 
ing. 

With the Exchange eager 
to expand its number of 


domestic and non-US listings 
in coming years, it has little 
choice but to add to its exist- 
ing trading space or find a 
new building. 

But after two years of 
talks with city officials to 
annexe more space, the 
NYSE has Utile to show for 
its efforts. 

However negotiations are 
still continuing between the 
mayor’s office and nearby 
property owners. 

At least one of the prop- 
erty owners seems to be 
unwilling to go without a 
fight, though. Negotiations 
and possible legal action 
could chew up years in the 
courts, placing the Exchange 
in an even tighter squeeze. 

Earlier this month New 
York's neighbour to the 
west. New Jersey, pushed 
into the negotiating spot- 
light with a package of 
incentives to lure the NYSE 
to the Carden State. The 
Exchange welcomed the 
competitive bid In its latest 
round of brinksmanship 
with Mr Giuliani. 

Should the NYSE decide to 
relocate its entire 
operations, the leading 
choices are r w a site across 
town, in Battery Park City, 


or across the Hudson, in Jer- 
sey City. But few really 
believe the Exchange would 
make such a drastic reloca- 
tion to New Jersey. 

Any move off Wall Street 
would break a long tradition. 
In 1792 a group of 24 com- 
modity and stock traders 
agreed what has become 
known as the Buttonwood 
Agreement, an anti-monop- 
oly compact signed beneath 
a nearby Buttonwood tree. 
The New York Stock & 
Exchange Board was later 
formed in 1817, meeting in a 
rented room at 40 Wall 
Street. In 1663 the Board 
changed its name to the New 
York Stock Exchange, build- 
ing its own headquarters 
two years later. On the same 
site in 1903 the Exchange’s 
current building opened for 
business. 

Who could buy such a lav- 
ish trading operation, mar- 
ble walls, gilded ceiling and 
all? By coincidence, the sec- 
ond-largest US stock market, 
Nasdaq, has said it is consid- 
ering moving at least some 
of its operations to New 
York from Washington DC. 
Should it Tee] the need to be 
downtown the NYSE may 
bave a future buyer. 
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POSSIBILITY OF $I£BN STANDBY LOAN 

IMF approves ‘shadow’ 
accord with Venezuela 

Tha International Monetary Fund has approved a “shadow 
agreement" with Venezuela, boosting the government's credi- 
bility in an attempt to combat the bleakness of investor pros- 
pects. Under the agreement, struck late on Tuesday after 
nearly a year of faltering negotiations, the IMF wHI monitor the 
government's economic programme but will not disburse any 
credits. 

“IMF management supports Venezuela's efforts and 
believes that the authorities have formulated a suitable eco- 
nomic programme, which will be monitored by IMF staff," the 
IMF said in a press release. The government’s economic tar- 
gets include a 28 per cent year-end inflation rate, a 2.5 per 
cent budget deficit and a 3 per cent gross domestic prod 
growth rate. 

Some investment bankers familiar with the deal said the 
IMF was holding out the possibility of formalising a stand-by 
loan of up to $1.6bn later in the year, if Venezuela shows 
progress in meeting its current objectives. 

The agreement could signal a turnaround in investor senti- 
ment towards Venezuela, where economic prospects have 
been clouded by recent uncertainty over low oil prices and 
the outcome of December's presidential elections. 

“In the present context of negative sentiment towards Vene- 
zuela, ft could help generate a more positive feeling," said 
Peter West, chief analyst at BBV Latlnvest, an investment 
bank, in London. Raymond Cotitt, Caracas 


CANADIAN TRADE BALANCE 
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Take our new Astra range 


Mild winter damages exports 

Canada's merchandise trade surplus dipped to CS1.6bn 
(US51.13bn) in March as mild weather and the Asian crisis 
hurt exports of energy, agricultural goods and metals. 

The C$300m decline from February’s surplus was primarily 
due to a 19 per cent drop in energy exports, an 8 per cent 
decline in agricultural and fish products, and a 5 per cent fall 
in aluminium exports. These were partially offset, however, by 
continued strong growth in exports of automotive products, 
which rose 4 per cent In March. 

Exports to Japan continued to fall, dropping 33 per cent 
from the first three months of 1997 as Japanese purchases of 
lumber, nickel and aluminium declined. Imports also fell 1-2 
per cent from February to March, led by a 4 per cent drop In 
machinery and equipment Imports and a 13 per cent drop in 
energy imports. 

Analysts said the weaker trade performance would continue 
to put pressure on the Canadian dollar, which fell below 69 
US cents in mid-day trading. Canada's current account deficit 
last year was CSITbn, and the poor trade performance is likely 
to increase that deficit this year. Edward Alden, Toronto 


MEXICAN ECONOMY 


for instance. Its dynamic 
styling offers exceptionally 
low wind resistance. This, 
combined with new ECOTEC 
engine technology, reduces 
fuel consumption by up 
to 20%. Meaning you fill up 
less often. 

In fact, Astra has become 
the most fuel efficient 


GDP growth at 6.6% 

When finance executives from a group of multinational com- 
panies In Mexico recently asked each other over breakfast 
how their sales performance had been this year, the high 
numbers caused some almost to choke on their coffee. The 
impression was borne out when Mexico announced this week 
a 6.6 per cent rise In first quarter gross domestic product, a 
sign that the economy had continued the strong pace set last 
year in spite of two budget cutbacks to offset slumping world 
oil prices. 

The growth was stronger than many economists had 
expected, partly because a late Easter meant there were three 
more working days In March than in the same month last 
year. But the figure also Included a 6 per cent decline In the 
farm sector because of drought, which economists said might 
mask a higher underlying growth rate. 

The resistance of the economy to fiscal and monetary tight- 
ening In the first quarter as Mexico sought to limit the vulner- 
ability of the budget to low oil prices has come as a surprise 
to many. Henry Tricks, Mexico City 
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Satellite glitch shocks America 

The US got a brief glimpse yesterday of what life would be 
like without modem telecommunications: a place where 
pagers don't bleep, data feeds dry up and TV signals fade 
Into the ether. The disruption began late on Tuesday when a 
communications satellite operated by PanAmSat swivelled In 
its orbit, breaking the downlinks that carried voice and data 
signals back to earth. 

Communications companies that relied on the satellite 
began the process yesterday of switching their traffic to alter- 
native sat el Wes, and most predicted a return to normal ser- 
vice for most of their customers by last night 

Visitors to the web site of Charles Schwab, one of the most 
successful retail stockbrokers on the internet, were greeted 
with day-old share prices - though the company said regular 
customers, with a password, could see pages displaying 
up-to-date prices that were supplied through a separate feed. 
Richard Waters, New York 
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01 RECESSION IMPORTS ALSO PLUNGE, HIGHLIGHTING WEAKNESS OF DOMESTIC DEMAND AND INCREASING POLITICALLY SENSITIVE TRADE SURPLUS' 

• " - .............. ‘ " ‘ . . . - 

Japanese exports down as sales to rest 



By Part Abrahams and 
GOfan Tett in Tokyo 


Japanese exports dropped in 
April for the first tim« for 
almost three years after 
sales to the rest of Asia 
plunged by 18 per cent. 

Hie decline suggests that 
turmoil in much of Aria is 
now starting to hurt the Jap- 
anese economy, which is 
technically in recession. Last 
year exports were almost the 
only sector of the Japanese 


economy that showed 
growth. 

Imports into Japan also 
dropped sharply in April, 
highlighting the weakness of 
domestic demand. This left 
Japan's politically sensitive 
trade surplus up 52.6 per 
cent in April, compared with 
the same period last year. 

The overall surplus was 
Yl,232bn ($9bn). marginally 
above expectations. The sur- 
plus with Europe jumped 59 
per cent and that with the 


US 29 per cent However, the 
surplus with Asia fell 28 per 
cent. 

Exports fell by 1.7 per 
cent, the first fall since July 
1995. This was largely 
because of the drop in 
exports to Asia. Sales to 
Korea fell 41 per cent, Thai- 
land 48 per cent, Indonesia 
53 per cent and Malaysia 31 
per cent Exports to the US 
rose just 7.4 per cent and 
those to Europe 16-2 per 
cent 


The dire state of the 
domestic economy was 
underlined by the 13 & per 
cent foil in imports. How- 
ever, the scale of the decline 
was exaggerated by weak oil 
prices, which were 38 per 
cent lower. HSBC James 
Capel estimates that a quar- 
ter of the increase in the sur- 
plus was caused by these 
failing oil prices. 

Further confirmation of 
the economy's shaky condi- 
tion was given by the minis . 


try of international trade 
and industry, which said 
industrial production in 
March, foil a revised 23 per 
cent year-on-year- It pre- 
dicted a further fall in April 
of L8 per cent, before a rise 
of 0.6 per cent this- month. 
However, the ministry 
warned output remained on 
a dpftiining trend. 

Separately, the Federation 
of Electric Power Companies 
said consumption in April by 
large-lot consumers had 


fallen L8 per ceht .yearon- 


The economic gloom in the 
corporate sector, is , being 
made worse by tighter lend- 
ing by the hanks. The Bank . 
of Japan yesterday said that 
hank loans bad fan<m by 3JJ 
per cent in the year to 
March, a record foil 
Lending to smaller compa- 
nies was badly hit, dropping 
3JJ per cent. By sector, tex- 
tiles and steel showed stri- 
king darlinan Tjwns far capi- 


tal investment fejl particu- 
larly sharply, dropping 10-3 
per cent among large 
manufacturers, and <13 per 
cent among- medium-sized 
groups. 

Many banks were trying to 
reduce assets before the end. 
of . the fiscal year, dii- March 

a to meet capital adequacy 
standards that were 'tight- 
ened this year aspartoktbe 
“Big Bang” reforms. . 

This tighter leading has, 
in turn, triggered a wave vof 


bankr uptcies. The® TOS0 26 
per cent in the year to April, 
according to figures 
released by Teikoku, a 
. research group, earlier this 

week.. 

Economists and credit rat- 
ing agencies warn the 
squeeze will continue. Akio 
Mifcuoi, bead of the MSkuni 
credit rating agency, for 
example, now forecasts that 
there will be up to 
Y15,000bn in bankruptcies 
fins- year, v .. 


DEMONSTRATIONS MARCH ON PALACE THWARTED BUT PRESSURE STILL ON SUHARTO 


Companies try , , T , 

to stem losses Arm y takes § n P on Jakarta 

in Indonesia 


By John RkkSng and Sander 
Thoenes in Jakarta 


By Mchiyo Hak anwto in Tokyo 

Japanese companies are 
reviewing their operations in 
Indonesia in an effort to 
stem widening losses 
because of the crisis in the 
country. 

Marubeni has postponed 
the expansion of a $1.9bn 
ethylene plant in Chandra 
Asri, western Java, jointly 
owned with Indonesian 
investors. Mitsubishi Corpo- 
ration says the decline in the 
Indonesian market has seen 
sales slump by Y80bn 
($586m) in the year to Marcb. 
An electric power generation 
plant in which it had 
planned to take about a one- 
third stake, has had to be 
postponed. 

Itochu and Nissho Iwai, 
two trading companies, have 
also been faced with the 
postponement of a petro- 
chemical plant in which they 
each have taken a 5 per cent 
stake each. Indonesia’s Tlrta- 
mas group has a 70 per cent 
stake in PT Trans-Pacific 
Petrochemical Indotama, the 
$3.1bn petrochemical plant 
in eastern Java, while Thai- 
land’s Siam Cement owns 20 
per cent 

Sumitomo, Mitsui Tomen 
and Nichlmen have also 
invested jointly with British 
Petroleum and the local 
Salim group in a petrochemi- 
cal plant which has also 
been postponed. 

Japanese trading compa- 
nies are exposed in broadly 
two ways. First, the cost of 


servicing loans taken on by 
their Indonesian subsidiaries 
in foreign currencies, mostly 
the US dollar, has become 
more onerous as the rupiah 
continues its slide. Maru- 
beni, for example, is taking 
an extraordinary loss to 
cover such additional funds. 

Second, the downturn in 
local demand, has kept facto- 
ries idle and inventories pil- 
ing up. Everything from 
entire plants, such as petro- 
chemical plants, to motor 
vehicle parts, are affected. 

The downturn has serious 
implications as Japan Is 
Indonesia's largest export 
market, and the country 
from which it imparts the 
most. Exports to Indonesia 
from Japan were down 53 
per cent in April alone, and 
imports to Japan from 
Indonesia were down 34 per 
cent, according to the latest 
government statistics. 

Asia, excluding Japan, 
makes up less than 10 or 15 
per cent of Japanese trading 
companies' earnings, says 
Matt Aizawa. industry ana- 
lyst at Merrill Lynch in 
Tokyo. 

‘"The problem is that local 
companies cannot buy the 
parts they need from 
abroad, to make the finished 
products.” either because 
they are too expensive or 
cannot get the funds to pur- 
chase them, says KatsuaM 
Shibata, director of the Jak- 
arta Centre for the Japan 
External Trade Organisa- 
tion. 


Indonesia's army took a 
tight grip on Jakarta yester- 
day, buttressing the position 
of President Suharto and 
thwarting a planned march 
on his palace by protestors 
demanding his resignation. 

But demonstrations by 
more than 10,000 students at 
the national parliament and 
larger rallies at Yogyakarta 
and other Indonesian cities 
underlined the pressures on 
Mr Suharto, who is facing’ 
the gravest challenge to his 
32-year rule. 

In a further blow to Mr 
Suharto, the parliamentary 
faction of Indonesia's ruling 
party said it wanted a spe- 
cial session of the People's 
Constitutional Assembly - 
the top constitutional body - 
to convene and for Mr 
Suharto to resign. 

Yesterday's planned rallies 
had been viewed as a test of 
opposition to Mr Suharto's 
regime and had raised fears 
of renewed civil unrest after 
rioting and looting left more 
than 500 dead in Jakarta last 
week. But tight security and 
Mr Suharto's offer this week 
to stand down early after 
implementing political 
reforms, appear to have 
averted confrontation. By 
yesterday evening many of 
the army roadblocks in Jak- 
arta had been removed. 

Amien Rais, a Moslem 
opposition leader, cancelled 
a planned mass rally, citing 
fears of violence. Bnt 
addressing students at the 
parliament yesterday he pre- 
dicted Mr Suharto would 
soon be forced to step down. 



Two students shout from atop a statue outside the parliament building 


Reuters 


“Suharto is counting the 
days." he said. 

Diplomats said yesterday’s 
peaceful protests had 
improved the immediate 
prospects for stability. How- 
ever. they cautioned that the 
country's deepening eco- 
nomic crisis could provide 
triggers for further unrest 

“Everything depends on 
whether Suharto is serious 
about political reform and 
whether he can arrest the 
collapse in the economy,” 
said one diplomat “Interna- 
tional investors and the 
International Monetary 
Fund are going to want to 


see some specifics about his 
reform timetable before 
their confidence can be 
restored.” 

While political opponents 
are seeking an immediate 
session of the People's Con- 
sultative Assembly to 
replace Mr Suharto, the 
Indonesian leader has pro- 
posed a potentially lengthy 
process. According to his 
plan, parliamentary elec- 
tions would be held after 
new electoral laws have 
been drawn up. This parlia- 
ment, along with 500 
appointed members would 
form a new consultative 


assembly which would elect 
a new president Mr Suharto 
said he would not stand. 

A spokesman for the presi- 
dent said Mr Suharto's pro- 
gramme would begin today 
with the formation of a com- 
mittee for political reform. 
“The first priority is to dis- 
cuss the plans for the elec- 
tion and come up with a 
schedule which is rational 
and realistic,” said Saadillah 
Mursjid. state secretary. 

Foreign governments, 
birTnriing the US and Austra- 
lia, urged Mr Suharto to 
move as quickly as possible 
with reforms. ... 


BAD DEBT INDONESIAN WOES COULD FURTHER UNDERMINE HEALTH OF TOKYO'S BANKS 


Japanese raise loan provisions 


Japanese banks' loan exposure fo Asia 

AsaUfeotbaotacapial 


im. 



By GREaa Tati in Tokyo 

Japanese banks are poised to 
raise provisions for bad 
loans to Indonesia when 
they announce their annnnT 
results tomorrow, banking 
officials say. 

Bank or Tokyo-Mitsubishi 
(BTM) and Sumitomo Bank 
are expected to unveil about 
Y30bn (8333m) in new Indo- 
nesian provisions, raising 
their loan-loss coverage to 
between 5 and 10 per cent 

However, analysts warn 
such provisions are inade- 
quate. Japanese banks bold 
39 per cent of private sector 
loans to Indonesia and 
groups such as BTM, Sanwa, 
Sakura and Industrial Bank 
of Japan (IBJ) are estimated 


each to have exposures of 
between $2bn and $4bn. 

Concern is growing that 
Indonesia’s problems could 
further undermine the 
health of the Japanese bank- 
ing sector, particularly if the 
problems spill over into the 
rest of the Asian region. 

This week, Moody's, the 
US credit rating agency, said 
that risky Asian lending was 
one factor behind a recent 
rating review of Sumitomo 
Bank. BTM and IBJ. 

“For several large Japa- 
nese hanks. East Asian port- 
folios represent about 1 00 
per cent of their Tier 1 capi- 
tal and more than three 
times their pre-provisions 
earnings. . . These exposures 
dwarf those of other banking 


systems,” said Moody's. 

James Fiorillo of DMG Bar- 
ings agrees: “While our ini- 
tial major bank estimate for 
Asian related non-perform- 
ing loans was Y3,000bn we 
now believe the actual 
amount could be double 
that” 

He adds: “Most Japanese 
banks have loan -loss 
reserves equivalent to only 4 
to 5 per cent of total lending 
to cover these claims, 
whereas some US and Euro- 
pean banks have already 
written off 15 per cent of 
loans oatstanding to the 
region.” 

Some analysts point out 
that even Y6,000bn is minus- 
cule compared with the over- 
all Japanese banking sys- 


tem. Japan's top 19 banks, 
for example, have total loans 
of some Y382,505bn 
($2,800bn). But lending to 
Indonesia Is a mere $23bn, 
while lending to Asia as a 
whole is 837L4bn, according 
to Bank for International 
Settlements data. 

Furthermore, Japanese 
banks insist only a small 
proportion of Asian loans 
wifi turn bad. even In Indon- 
esia. They say much of their 
lending is to Japanese sub- 
sidiaries operating in Indon- 
esia: for BTM, for example, 
45 per cent of Its publicly ■ 
announced $3~2bn Indone- 
sian exposure is to Japanese 
groups. 

And bankers argue that 
the remaining Indonesian 



borrowers are more reliable 
than most because the Japa- 
nese lenders generally 
entered Indonesia before 
their US and European coun- 
terparts. Furthermore, many 
“Indonesian" loans have 
been made to ethnic Chinese 
families, and are harkod by 


dollar collateral held by fam- 
ily members outside Indon- 
esia, bankers say. . 

However, even “reliable” 
Indonesian companies are 
becoming risky investments 
- particularly if they are 
closely related .to the 
Suharto fondly. 


Flames from Indonesian furnace start to singe neighbours 


The economic and political meltdown in 
Jakarta is affecting other nations in 
south-east Asia, report Ted Bardacke in 
Bangkok, Sheila McNulty in Singapore 
and Justin Marozzi in Manila 


Asean currencies 


A s Indonesia went up in 
Dames last week, Barry 
Halpern. president- 
director of Aetna Life Indon- 
esia. took refuge in Singa- 
pore. 

His arrival was warmly 
welcomed by the Hyatt 
Regency Hotel, whlcb had 
seen occupancy rates foil to 
around 70 per cent in recent 
months. Jakarta's riots 
pushed occupancy rates to 
the high 80s. 

"It’s a reprieve,” said Dan- 
iel Ong, the Hyatt's director 
of rooms. Taxi drivers, res- 
taurants and shops also feel 

it. But analysts warn such 

gains will be shortlived. 

Indeed, Mr Halpern is hop- 
ing to return to Jakarta 
tomorrow. And the downside 
that Indonesia’s deepening 
crisis has brought Singapore 
and its neighbours will be 
felt long after he Is 
gone. 

Thus began a renewed pull 
out of regional currencies 
and stocks. The closer a 
country is to Indonesia, the 
worse It has fared in recent 
days. The currency of Singa- 
pore, which is just 20 kilo- 


metres away, has virtually 
been tracking the rupiah. 

“The negatives far out- 
weigh the positives,” says 
Peter Hames, director of 
Aberdeen Asset Manage- 
ment Asia in Singapore. 
While the city-state’s econ- 
omy is fundamentally 
strong, its domestic market 
has just 3m people and, 
therefore, has long depended 
upon outsiders for growth. 

Mach of it has come from 
wealthy Indonesians buying 
property and patronising its 
shopping mails, restaurants, 
airline and even its hospi- 
tals. Singapore does not pub- 
lish how much trade it does 
with Indonesia but analysts 
believe it is significant 

So, even though the Indo- 
nesians and expatriates flee- 
ing Jakarta are bringing 
much-needed business to 
Singapore and, to a smaller 
extent Malaysia, Mr Ong 
acknowledges that the 
region would be better 
served if Indonesia stabi- 
lised. 

“Uncertainty breeds vola- 
tility,” says Daragh Maher, 
economist at IMG Barings in 
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Singapore. Analysts predict 
that will characterise 

regional markets for the 
foreseeable future. 

Some suspect Singapore 
banks could be forced to 
increase provisions to cover 
their loan exposure to Indon- 
esia. And analysts believe 
this latest instability will 
slow shipping containers 
Into that country, with those 
going in paying more for 
war-risk type insurance. 

Increased piracy in the 
waters around Indonesia is 
likely. "You are going to get 
more people looking for a 


ft 


quick buck,” said Richard 
Stokes, director of regional 
marine research at Indosuez 
WJ. Carr Securities in Singa- 
pore. 

Analysts say there had 
already been such a shortage 
of containers going into 
Indonesia that warehouses 
were filled with goods they 
could not find a way to 
export- “It’s going to slow 
down the economy even 
more,” Mr Stokes said. 

In Thailand rice and sugar 
exporters * have stopped 
accepting orders from Indon- 
esia unless they are paid 


for, up front, in cash. 

Many companies which 
had plans to invest in Indon- 
esia are inclined to delay 
negotiations until it becomes 
clear who the next leader 
will be and what policies 
will be pot in place. Some 
may even decide to invest 
elsewhere in the region. 

“While, we hope that 
Indonesia, which is our part- 
ner in Asean, can settle its 
domestic problems soon, we 
welcome investors looking at 
the Philippines as an alter- 
native.” said Mefito Salazar, 
managing director of the . 
Philippines’ Board of Invest- 
ments. Asean, the Associa- 
tion of South-East Asian 
Nations, is the region's top 
diplomatic club. * 

Singapore and Malaysia 
are the closest members to 
Indonesia, however, and, 
therefore, much too preoccu- 
pied by fears of a new tide of 
illegal Indonesian immi- 
grants to be charing relocat- * 
ing investors. Both countries 
have been monitoring their 
borders and cracking down 
on those aiding •ifiegal immi - . 
grants. 

Malaysia’s coastline is lon- 
ger and easier to penetrate 
so it has been inundated by 
thousands of Indonesians, it 
has been deporting them by 
the boatload and pledged to . 
keep up the momentum, 
despite the rioting. Kuala 


Lumpur, has no work for the 
immig rants, as its own econ- 
omy is slowing, and fears 
they win turn to crime. 

Thailand is further away 
and, therefore, the fallout 
from flw» latest upheaval Tine 
been limited, in much the 
same way it has .ever since 
investors started praising 
Bangkok for strict adherence 
to International- Monetary 
Fund discipline without 
prompting Indonejrian-style 
anrial chaos. 

But although the baht . has 
remained rock solid in 
recent days, Thailand’s 
hopes to Issue a global bond 
worth as much as $L5bn - a 
key' step to reviving eco- 
nomic growth - have been 
set back. Spreads on nearly 
all emerging market bonds 
jumped in recent days, with 
Thailand's Yankee bond ris- 
ing 40 basis points. ■ 

“Investor appetite far new 
issues is really drying up,” 
says one Investment banks-. 
"ThaJEs got everything to do 
with Indonesia and no thing - 
to.do with Thailand - or 
Poland for that matter.” 

Thailand is also concerned 
about Asean’s future, says a 
senior foreign ministry offi- 
cial '.Its inability to help 
guide a peaceful, political 
transition in Indon«ia once 
more points to Asean’s 
inability to deal construc- 
tively with a political crisis, I 


South Korea 
to buy banks’ 
bad debts 


By John Burton ta Seoul 

The South Korean 
government yesterday said it 
would recapitalise troubled 
banks «nd -buy- their bad 
debt in a " final ” effort to 
save the tottering sector 
from collapsing- under 
Wonll8,000bn ($82bn) in 
sour loans. .. . 

The plan amounts to a de 
facto nationalisation of large 
swathes of the banking sec- 
tor and is likely to lead to 
consolidation among the 
nation's 26 commercial 
banks. 

The government will inject 
Won4l,000bn Into the bank- 
ing sector through bonds 
Issued to the banks in 
exchange for debt and direct 
equity stakes. The bands 
would be issued by the two 
state-run agencies, the- 
Korea Deposit Insurance 
Corporation and the Korea 
Asset Management Corpora- 
tion. 

The KAMC, a state resolu- 
tion fund similar to the one 
set up in the US to rescue 
the savings and loans banks, 
will buy Won50,000bn in 
non-performing loans at a 50 
per cent discount of 
Wbn25,000bn to dean up bal- 
ance sheets, while the KDIC 
will make direct injections of 
Wonlfi.OOObn from a bond 
Issue for recapitalisation. 
The KAMC will later sell 
assets acquired from the 
banks to recoup invest- 
ments. 

- Ttw KDIC will also make a 
Wonfl.OQObn public bond 
issue far. improved depositor 
protection. 

Of the planned 
Won50,000bn bond issue, the 
finance ministry said that 
Won40 r 000bn • would 
be issued during the 
second half of this year 
with the remainder to 


. be offered next year. 

The banks are expected to 
cover Won50,000bn of bad 
loans by either selling 
collateral or calling in loans, 
which could trigger 
a new round of bankruptcies 
among Korea's debt-heavy 
conglomerates, or chaebol. 

The plan could, severely 
erode the capital base of 
Korea's biggest banks as 
they are forced to write off 
bad debts, which could lead 
to closure or government- 
supervised mergers. 

The financial supervisory 
board is reviewing the pros- 
pects of 12 banks that foiled 
to meet the Bank for Inter- 
national Settlements’ capital 
adequacy ratio of 8 per cent 
last year and a decision on 
their future Is expected by 
the pud qf June. 

Two other banks, Korea 
First and SeoulBank. have 
already been nationalised 
and wfl] be offered for sale to 
foreign investors by the end 
of November. 

Kang Bong-kyun, senior 
presidential economic 
adviser, said there was no 
guarantee that all the banks 
would be saved once the 
review process was com- 
pleted. “We are prepared to 
allow same to fafi." 

The bank reform plan 
received a cautious response 
from foreign observers. “The 
government had little alter- 
native to nationalising most 
of the banking sector since it 
was unlikely that foreign 
banks would provided 
needed funds through equity 
investments,” said one UK 

h anker . 

• Hyundai Motor, Korea’s 
largest carmaker, yesterday 
confirmed it plans to sack 18 
per cent of its 45.000 work- 
force in the first mass redun- 
dacies among Korea's big 
conglomerates. 


Malaysia 
to buy up 
bad loans 

By SheBa McNulty in Stogapore 


Anwar Ibrahim, Malaysia's 
finance minister and deputy 


prime minister, yesterday 
announced the setting-up of 
an asset managwnpnt com- 
pany to buy the non-per- 
forming loans and assets of 
troubled financial institu- 
tions. 

He said the aim of the 
company, which would be 
similar- to. the resolution 
trust fund set up in the US 
to rescue the savings and 
loans banks, was to enable 
the country's Bnanrial insti- 
tutions to resume lending, in 
an attempt to revitalise busi- 
ness and hasten economic 
recovery. 

Bank lending hn« slowed, 
dramatically as the hanking 
crisis has intensified. Bank 
Negara, the central hank, is 
working on the details with 
international consultants; 
these will be announced in 
two weeks. 

Malaysia’s financial sector 
went into the regional crisis 
burdened by domestic loans 
at 170 per cent of gross 
domestic product, the high- 
est In south-east Asia. 

As the economy has 
slowed, economists have pre- 
dicted almost one in four 
loans will eventually be 
unpaid. The government is 
forecasting a sharp fall in 
growth to 2-3 per cent this 
year, from 7.8 per cent last 
year. 

Mr Anwar said the com- 
pany would be funded 
through private, Inclu ding 
foreign, sources arid operate 
independently of the govern- 
ment 

“The market will be quite 
pleased," said Lai Talk 
Heong, research director at 
SG Securities in Malaysia. 
Investors wouM interpret Mr 
Anwar’s announcement as a 
sign the authorities were 
starting to be pro-active in 
c on fro n ting the crisis. 


Pakistan 
disarray 
on tests 

By Farina Bokbari in btamabad 


Pa k istan was yesterday in 
the grip of growing uncer- 
tainty over its response to 
nuclear tests by India, as 
share prices fell to a record 
low and hawks demanded 
swift retaliation. 

Concerns over tough US 
economic sanctions as the 
price for a nuclear test sent 
the Karachi stock exchange 
index tumbling. If sanctions 
are imposed, t he US would 
be mandated to vote against 
loans from International 
institutions such as the IMF. 
the World Bank and the 
Asian Development Rank 

Pakistan is in the rmridip 
of a three-year $L6bn IMF 
programme. The money is 
barely enough to meet more 
than a $2bn trade deficit and 
a current account deficit at 
least twice that size, but the 
credibility of the Fund’s sup- 
port is vital 

Shares on the Karachi 
stock market plummeted to 
a 55-month low. "The uncer- 
tainty over the future Is kill- 
ing the market,” said Hina 
Akhlaq, senior analyst at 
ABN Amro First capital 
securities. 

The return of Shams bad 
A hmad . Pakistan's foreign 
secretary, from a three-day 
visit to China added to spec- 
ulation Islamabad was close 
to pressing ahead with a 
test. 

'There was a complete 
identity of views between 
Pakistan and China on the 
gravity of the situation 
resulting from India’s reck- 
less actions," said Mr 
Ahmad. “Our consultations 
with China are an important 
facet of our wider consulta- 
tions with all major powers.” 

Pa k ista n sees China as its 
staunchest ally. Beijing has 
provided Pakistan with con- 
ventional arms after US mili- 
tary and economic aid was 
suspended. 
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B RITAIN 

Tough penalties for ex-MGAM 


By Jane Martinson, 

Investment Correspondent 


taro, the Fund management 
watchdog, suspended four 
former employees of Morgan 
Grenfell Asset Management 
yesterday for their role In 
the Peter Young unit trust 
scandal. 

The actions, which include 
the first lifetime ban for an 
officer, add about £i.4m 
($2L3m) to the total costs of 
the case for Deutsche Bank, 
the German parent or Mor- 
gan Grenfell. 

The b ank was fined 


and paid another gifo in fees 
last year for its failure to 
prevent Mr Young, a top- 
performing manager, from 
breaching investment guide- 
lines in a trust held by awn* 
180,000 investors. 

Deutsche agreed to pay the 
legal costs of the men when 
they were sacked on a year’s 
notice in October 1996. It 
estimated these costs at 
about £50,000 each at the 
time. Yesterday's decision 
includes taro costs of about 
£200,000 for each individual. 
A further £150,000 has been 
spent on legal fees. 


Imro said yesterday the 
suspensions acted as a warn- 
ing to fund management 

executives. 

Michael Wheatley, the 46- 
year-old former compliance 
officer at MGAM, received 
the stillest penalty. 

Mr Wheatley is forbidden 
from holding a compliance 
position again, the most 
severe penalty Imro has 
imposed on an individual. 
He also received a three-year 
suspension from registra- 
tion. 

Glyn Owen, former chief 
executive of Morgan Gren- 


fell’s international 
operations, Paul Ebling, for- 
mer deputy of compliance, 
and Graham Kane, head of 
the unit trust, were 
suspended for periods 
between 16 months and 
three years. 

All four were charged with 
a failure to ensure compli- 
ance with unit trust rules, 
for falling to see that full 
documentation was in place, 
and for failing to inform 
Imro of irregularities. 

Imro said: “A combination 
of position, responsibility 
and knowledge meant that 


their responses were inade- 
quate." However, the investi- 
gation found no case of dis- 
honesty or a lack of 
integrity. 

The suspensions take 
effect from last December. 
Imro said it had taken into 
account the time between 
the men leaving Morgan 
Grenfell and their subse- 
quent suspension when set- 
ting the time periods. The 
three men, the youngest of 
whom is in bis 30s, are 
expected to return to the 
City once the suspensions 
are over. 


BSE EU C°M M |SS I° NER BACKS END OF BAN 

Beef exports 
set to resume 
next month 



Northern Ireland chief minister Mo Mowlam and Virgin chairman Richard Branson yesterday 
campaigned jointly in the city of Belfast for a Yes vote in tomorrow's peace referendtan. On his third 
visit to the region in as many weeks, Tony Blair, the UK prime minister, made a pledge against 
violence to win rotrtd wavering unionists who feel the proposed deal offers too many concessions to 
nationalists. Edtorial comment. Page 13 Reuter 

Policy paper on worker 
rights to be issued today 


By Michael Smith in Brussels 
and Maggie Urry m London 

Exports of beef from the UK 
seem certain to resume on 
June l following moves in 
Brussels this week to end 
the two-year ban on overseas 
sales. 

Approval would apply ini- 
tially to exports from North- 
ern Ireland, but carries sym- 
bolic importance for the 
entire UK beef industry. 

Franz Fischler, European 
Union farm commissioner, is 
recommending that his fel- 
low commissioners support 
the June 1 date after the 
so-called certified herds 
scheme was approved by the 
s tanding veterinary commit- 
tee this week. 

The scheme would allow 
exports of beef from herds 
certified to be free of BSE - 
“mad cow disease" - where 
the animal's history has 
been tracked on a computer 
database. Northern Ireland 
is the only part of the UK 
with such a tracing system. 

Exporters said, however, 
that the strength of sterling 
and possible continuing con- 
sumer resistance to British 
beef mean it could take sev- 
eral years to regain former 
levels of sale. 

David Rutledge, chief exec- 
utive of the Livestock and 
Meat Commission In Belfast, 
said exports from Northern 
Ireland were about £300m 
($500m) a year before the 
ban. The commission’s tar- 
get was to recover half the 
sales by volume within three 
years. 

But the strength of ster- 
ling since the ban was 
imposed has cut beef prices 
by about 30 per cent. “Tech- 
nically we will be able to 
export," he said. “But com- 
mercially it's going to be 
hard work.” The commission 
plans a "relaunch event" in 
Brussels within two or three 


weeks of the ban being 
lifted. 

Craig D umig an , business 
development manager at 
Granville Meat, one of two 
companies planning to start 
exporting beef. 'said export 
sales would be “an unknown 
quantity" until the market 
had reopened. Granville bad 
maintained contacts with 
former customers through- 
out the two-year ban, and 
was optimistic about renew- 
ing sales to them. 

Ian Gardiner, policy direc- 
tor of the National Fanners' 
Union of England and Wales, 
said Brussels officials had 
undertaken to make prog- 
ress on a second export plan 
once the Northern Ireland 
scheme had taken effecL 

This would allow the 
export of meat from animate 
born after August 1996, the 
date when contaminated 
feed, thought to be the 
source of the infection, was 
removed from farms. EU 
farm ministers wfl] consider 
this in the next two months. 

The UK beef industry was 
devastated in March 1996 
when the EU banned world- 
wide exports, amounting to 
more than £500m a year, 
after the government 
announced than could be a 
link between BSE in cattle 
and a new form of CJD. the 
deadly human brain disease. 
• A House of Commons 
committee called for emer- 
gency aid to Welsh livestock 
farmers yesterday in a 
report which said the indus- 
try was “in crisis". The 
Welsh affairs committee said 
that fanners in the region 
were suffering more than 
elsewhere in the UK: “For 
many Welsh farmers the sit- 
uation is desperate." 

Many farmers suspected 
supermarket chains were 
“profiteering at their 
expense, though this is 

denied by the retailers". 


By Robert Peston 
and Robert Taylor 


The government will today 
announce the biggest exten- 
sion of employee rights and 
trade union opportunities in 
a quarter of a century, 
reversing the trend of legis- 
lation in the years under 
Margaret Thatcher, former 
Conservative prime minister. 

A controversial Fairness 
at Work policy paper, which 
will be published today after 
lengthy delays, will give all 
employees the right to be 
represented by a trade union 
official in a "disciplinary or 
grievance" procedure. 

Legal protection against 

unfair Hte yniswal will also be 


extended to millio ns of work- 
ers by c utting the qualifying 
period of employment from 
two years to one. In spite of 
earlier fears that the pack- 
age would prompt the sharp- 
est criticism from trade 
unionists - disappointed at 
rules on onion recognition 
in the workplace - it is now 
likely that more serious anti- 
government reaction will 
come from employer organi- 
sations and companies. 

"This paper will show that 
the government is not so 
friendly to business after 
all," said Ruth Lea, policy 
director of the Institute of 
Directors. It plans to work 
with other employer bodies 
to push for modifications. 


“We are very aggrieved and 
seriously disappointed." 
added Ms Lea. 

A union leader said the 
white paper was “a big step 
forward for us" and that a 
"big price" had been 
extracted for losing an 
important argument over 
union recognition rules. 

The biggest breakthrough 
for the trade union move- 
ment is that every employee 
in every company, no matter 
how big or small, will have 
the right to be represented 
by a union official over a 
“grievance or disciplinary" 
matter. “There is no com- 
pany in the land which will 
be able to keep us out” said 
a ^mifWT leader. 




The case against Keith 
Percy, the chief executive of 
Morgan Grenfell, has still to 
be agreed. If Mr Percy, who 
now acts as a consultant to 
SocGen Asset Management, 
refuses to accept any future 
Imro charges he can go to a 
tribunal. 

However, Deutsche has 
ruled out continued legal 
backing and the costs of a 
tribunal could add up to 
more than £500,000 and last 
at least a year. 

The Serious Fraud Office 
is still investigating the case 
against Mr Young. 

EU split in 

biggest 

opposition 

party 

broadens 

By George Parker, 

Political Correspondent 


William Hague, leader of the 
opposition Conservative 
party, yesterday declared 
war on his party's pro-Euro- 
peans. He labelled Michael 
Heseltine. the former deputy 
prime minister, as "unwill- 
ing to listen and hopelessly 
out of touch". 

Mr Hague made clear he 
has no intention of watering 
down his Eurosceptic stance, 
which he set out in a power- 
ful speech in France on 
Tuesday. 

Instead, he intends to con- 
front his critics, of whom Mr 
Heseltine is regarded as the 
most potent and outspoken, 
by portraying them as “dino- 
saurs”. 

Mr Heseltine yesterday 
renewed his attack on Mr 
Hague, claiming that his pol- 
icies would alienate many of 
the floating voters the party 
desperately needs to win 
back. 

He said Mr Hague's speech 
was more extreme than 
those made by Margaret 
Thatcher when she was Con- 
servative prime minister. 

Mr Hague believes that his 
view of Europe is in the 
ascendancy in the party, and 
that Mr Heseltine and Ken- 
neth Clarke, the former 
chancellor of the exchequer, 
are speaking for a small and 
diminishing faction. 

Yesterday pro-Europeans 
were planning their revenge. 
One Conservative MP said 
Mr Hague's speech was “a 
declaration of war” and that 
“it read like an undergradu- 
ate essay". 

It is thought that they will 
be publishing a series of 
pamphlets in the coming 
months, setting out how 
they believe the party ^ 
should be preparing lor the 
reality of the single cur- 
rency. 


NEWS DIGEST 


COMPUTER SERVICES 

French IT group to recruit 
2,500 staff for UK venture 

The buoyant state of the computer services market was 
underlined yesterday when Cap Gemini, the French informa- 
tion technology group, said it was seeking to recruit 2.500 
extra staff for its UK business. The company said the move, 
which would be a 30 per cent increase on its present number 
of employees, was a reflection of the strong demand for IT 
services from UK companies. 

Profits last year from Cap Gemini's UK business, 
announced yesterday, rose 49 per cant to £37.9m ($63. 3m) 
while its order book broke the £lbn mark for the first time. 
Sales increased 20 per cent to £41 0m. Demand is being 
driven by companies seeking to install new computer systems 
to improve the competitiveness of their businesses. The intro- 
duction of the euro is also beginning to generate IT-related 
business. Christopher Price, London 


SAUDI ARABIA MURDER TRIAL 


King Fahd releases nurses 

The imminent release of two British nurses jailed for murder In 
Saudi Arabia was yesterday seen as a public relations move 
by King Fahd and a gesture of goodwill towards Tony Blair, 
the UK prime minister, at very little cost to the Saudi ruler. 

Robin Cook, the foreign secretary, suggested King Fahd’s 
“generous humanitarian act” was parity a reward for the UK 
Labour government's efforts to improve relations with Arab 
states. King Fahd on Tuesday commuted the sentences of 
Deborah Pany and Lucille McLauchlan to the 1 years 
already served in prison. The two nurses had been Imprisoned 
on charges of murdering an Australian colleague in Dhahran In 
1996. 

The king's move followed Mr Blair's Middle East trip last 
month, during which he raised the issue. The case had threat- 
ened to spark a diplomatic row with Sautfi Arabia, just as the 
British government was mending relations with the kingdom 
over the presence in the UK of a Saudi dissident who Infuri- 
ated Saudi rulers. Roula Khaiaf and David Wighton, London 


TELEPHONE PRICING POLICY 


Watchdog warns industry 

Britain's newly appointed telecommunications watchdog yes- 
terday savaged telephone companies' pricing policies in an 
attack underlining his role as consumers' champion. Giving 
his first public speech since being appointed Oftel director 
general. David Edmonds made clear that he had lost patience 
with the complexity and obscurity of tariffs published by 
operators of fixed and mobile phone services. 

He warned he would act unless foe industry made efforts to 
simplify its pricing structures and make it easier for customers 
to compare one operator with another. Alan Cane, London 


PRICE FIXING BAN 


Order on electrical goods 

The government yesterday finally moved to abolish price fix- 
ing on electrical goods almost a year after it backed foe find- 
ings of a two-year Monopolies and Mergers Commission 
inquiry. 

Margaret Beckett, chief industry minister, issued an order 
under the Fair Trade Act which will make it illegal from Sep- 
tember to recommend retail prices on such goods to retailers, 
ft will also be illegal for suppliers to discriminate against dis- 
count retailers. Peggy HoU'mger, London 
London Stocks, Page 34 


ACCOUNTANCY JOURNALISM 

FT writer honoured 

Jim Kelly, Accountancy Correspondent of foe Financial Times, 
was yesterday named accotm fancy journalist of foe year in 
the annual awards sponsored by the ACGA - foe Association 
of Chartered Certified Accountants. Jon Bunn, news editor ol 
Accountancy Age. was named professional press writer of the 
year. 


CONTRACTS & TENDERS 


Park Lane and Audley Square 
Car Parks Management Contract 

1 . Vnuwmn Cuy CuuikiI is reeking tsp reasons of ko» orgwtwions 

io BLuugt, market ud utut m the rehirlnshmcoi ol wo Mavtair Car hria. 

L Aiulfcv Square and tel Lwr Car Parks hare a combined capadiy of 1300 
.pun iW id i be heart of Loafon'i stopping ami Marin iodasiry. Both car 
pails are cnrrmily vihiecr in leases which expwe on 31 March 1*99. It & the 
Cm Connell's larrmion in run bntfi car parts itself afar that ifcuv with the 
u-dsiaacr a nunagxmew uancwt 

l The management nHitrxi *iU he for a period of np to five yean with an 
option lor a farther in ;em evemton mbjra w performance. The Coutra-tof 
shall act a> i he Council's agent in nutupng the car parti on a day ro da; bass 
and ad«r>e ihc City CioonuJ on meito* id promote and market d at ear port*. 
The CofllMor will suggea wap a *k*h «•» car parts n igh be nude wait 
iltracriir n> lustuom as part ol a refurbishment progjiratae. 

4 Expreu„>iit are soepbi from companies, partnerships or consortia. The Cay 
Council will short Iw »p » five to render. Fmaneul capaot* and relevant 
rtpenmrr will be rhe mam »bon limn* eriietia. However, expression* are 
piriicolarlv • domic iniff thine who tan offer maungemem flair and an 
inmivanve approach ro Micro*. preferably backed ap with a proven met 
retold. VconJinjdr eipreanw «iH be amwiered from a wide range ol aeatw 
and nor evjiisnrh rfanse spraa&vng in car park management. 

>. Infmaurinn 10 the Hwn ol ibe proper sammanr a available and can be 
Obubicd bs appKmg m anting to the address brio* Tk P«*a amnurymU 
ti-ninifl a short terms tpnwwnairt. 

- Liprowom dull be made fir rompkoug the dn« tering qMtonn 
rmzromg iitulhr address hefo* If m« be masted *> faerrtan 1 jm* ISS5- 
Reform addmuul wppomn? nrformarion mas also be rachided. 

:. || should be noted ihn the Transfer of UnJertAinp {Prniecnon ol 
Empfurmra!) Rcpiliiiim* »« apply ro ibis a* m 

K. No lenanc. shall he granted to tbc Mcccnlal Codtraeror wbo will be 
emplotrd .«di in j nunjgrwni and crmwIraneT eapanr* 

-. Tbc ran u.ll he lei to the mm eronomkalh "bansrena mndroTbe 
lactc-rs making up tfo enteru urB be set oot. in loll m the wader doamron. 
However the Cm unreal shall he *ekn* to a**d a cratiM wt*± offers bea 

t alne in the provtiB>ns ol ihr Seniccv. 

Iff. Tenders ate I.W« re be muted in Jane 1*8. 

:s April Wtf 

Address for twrespoMwt« 

Michael Brylev, Car tets Mawgrr. 

KM Floor, Gts Hall. 

«4 Victoria Street, 
lordon SKIEMJP 

email. mbmfct*weiiminy«.Ri''iut * m , 

s City of Westminster 


Financial Times Surveys 

Belgium & 
Luxembourg 

Publishing dates in 1998 

Tuesday June 2: Luxembourg 
Tuesday November 3: Belgium 


For further information please contact: 


Kate Zietarski in the UK 


Tei: +44 171 S73 4263 Fax: +44 171 S73 3934 


email: kate.zietarski : ?FT.com 


or Unde Lagae in Belgium 


Tel: +32.2.548,9552 Fax: +32.2.541.0472 


email: linde.lagae , o‘ft.com 


FINANCIAL TIMES 

No FT, no comment. 
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Advertising release 
for sale of shares by direct negotiation 


The STATE OWNERSHIP ITJND, a Romaaiai puhRc institution based in B 

sale by direct negotiation according to tbe Gover nm e nt Urgency Ordinance no.88/1 
TREMAG SATOsnpany, HikesiT 


rices Street, sector 3. is offi 
% of die issued share 


for 

of 


□ Registered Office: Ibices, Stn 'faberei, nc. 49, Jbd. Tnlcea. 
a Fiscal Code: R 2361559. 

□ Registrat k a aa at Co mm ere i alRwster Office: J/36/32/1 991. 

□ T ss nff ri Fl oc k rowwrel awti nfiiw tn |w rrcor rts 

* the CoaHD^UR^?OSce: 19,189,175 thousand ROL 

□ Tfcnwver in 1997: 1(5854,467 thousand ROL. 

□ Net profit m 1997:4,738,151 thousand ROL. 

O Man scope of activity: mamfeefoamg ^ trading rf refractory materials. 


Total number of shares at a nominal value of 2^000 ROL each: 767,567. 
The share ownership structure is as follows: 



Mokhra 


19.86 

24.69 


The pike offer far the 5&97 % isoed share capital, i^. 391,227 shares is 4*854^82 USD. 

The Company PRESENTATION FILE required for s u bs cri ption to die offer may be obtained at tbe State Ownosfaip Find, 
BUSINESS CENTRE, OFFERS DIVISION of the Intmiational Relations Department. Bucharest, 6 Stavropofcos Street, sector 3 phone 04- 
QL/31 10495; 3123130; 3124231 and fax 04-M312I841. daffy between 8:00 and l& JO fan^ai a price of LOW USD for foreign dozens or legal 
entities, or ROL eqaMen K National Bank exchange tale ^iplkable an die PRESENTATION RLE purchase datefor Rommae cfeoeas md 
le gal entries Thin vrnrt hu to be transfoned in advance to tin State Off uei drip Fuad accounts: no. 251100O0OM2423M6H in USD at die 
Ramadan Bank for Foreign Trade (BAN COREX) for foreign iavetten or no. 251190980900224 in R0L, at the Romanian Bank for 
Development- Buch ar est Branch (BRD-5MB) for Romanian investors. 

Rider mfbratekm about the company's pri v atiz a tion may be offered by SX)-F.’s STTE INTERNET af the address wwwjoflro. 

The minima! environmental comfirioas accepted for^ TREMAG SA^ Tbkea are uxteded in the company PRESENTATION FILE, 


THE PRESENTATION FILE vfll be released o n pre s entati on 

rt ^tSprify cvd^orpasaiort 

□ certificate fromlne biding company. 

In oederto portieipae mjtongocaooas. ,bidtoare^®ed®jitsatt evidence of pntina* tbe 

(BRD-SMBh foreign citizens or ted entities may pay cash to tbe 
jgll ooo io ofc calife in USD, « to fomam Bank - :r _, 

die bank where they hddtfagraccogx to tdcasenaicoKBtHiPMbaakgiatattieevafid for 128 days. 

Only bidders that pnwc they aapiredg Br s ntetinn He nay steamt their PURCHASING OFHiR. 

BaJdsrsshocM sabmii ^PURCHASI>83 aadihe dpomwssa^xtiattd b yttgG gMaBtegggWl 00.55/1998, slide 

^ ^ Ones DlVayP ustwowt UMidflOfl 

fkQffi IranflTy. 


; for snfanrissica). 


% to atom! Bp* 
may mgmcl 


DMBahSaJiuuhmwm uBrwmjinjiiibmrrafta 

27, pobfisbed hi tbe Official Gazette ao.66fl2fi2.lS 
address, m a sealed envelope, prior* 19* efjne] 
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BRITAIN 


Profits at 
banks ‘soon 
to decline’ 


Attraction of inward investment starts to fade 


Clamour grows for switch to home-grown 
regeneration of vulnerable regions, 

Juliette Jowit and James Buxton report 


By George Graham, 

Banking Editor 


The Bank of England yester- 
day delivered a farewell 
warning to the banks it bas 
supervised for 20 years by 
saying that their profits 
must be about to drop. 

In its last report on bank- 
ing supervision before band- 
ing over its duties to the 
Financial Services Author- 
ity, the Bank warned that 
lending terms for manage- 
ment buy-outs and commer- 
cial property were showing 
signs of loosening. 

"It is bard to identify any 
area where prospects look 
better now than they did a 
year ago," said Michael Foot, 
executive director at the 
Bank, who will move to the 
FSA as managing director in 
charge or financial supervi- 
sion. 

With fierce competition 
from new entrants in the 
credit card and mortgage 
markets, profits in these 
areas could also be driven 
down. 

But after several years of 
strong profits, banks were In 
very good shape to weather 
a downturn, the report said. 
Moreover, banks were not 
showing the sort of spend- 
thrift lending behaviour that 
led to trouble in the past 

As a group, the large UK 
banks made combined pre- 
tax profits of kll.ibn 
($18.5bn) last year, up 5 per 
cent from 1996. Post-tax 
return on equity improved to 
20.8 per cent from 20.4 per 
cent in 1996. but remained 


below the peak of 21 per cent 
recorded in 1995. 

The Bank said aggregate 

net interest rate margins 
narrowed to 2.72 per cent 
Cram 2.74 per cent in 1996. 
despite the helpful effect of 
five base rate increases on 
their interest-free deposit 
base and despite a shift in 
lending to higher margin 
unsecured personal loans. 

Costs remained static, 
with Tailing staff numbers 
offset ting increased spend- 
ing on IT systems. Bad debt 
provisions rose only slightly 
to an aggregate £1.9bn, 
equivalent to 0.39 per cent of 
total lending. 

The report said that UK 
banks’ exposure to the prob- 
lems of south-east Asia 
remained relatively modest, j 
However. supervisors 
expressed greater concern 
about Aslan-owned banks 
with operations In London. 

“As collapsing exchange 
rates and increasing domes- 
tic Interest rates began to 
affect the quality of the 
banks’ loan portfolios, their 
capital (which may already 
have been weak) was further 
Impaired and their liquidity 
tightened.” 

The Bank said it imposed 
"certain Informal restric- 
tions" last year on the activi- 
ties of several banks, many 
of which were "upon hanks 
with exposures to regions 
affected by economic turbu- 
lence". Mr Foot refused to 
comment, however, on 
whether these restrictions 
specifically affected Asian 
banks. 


W hen Ron Davies, chief 
minister for Wales, 
pledged last week 
that local businesses would 
take priority over Inward 
investors, he was responding 
to a debate which has echoes 
in Scotland and implications 

for English regions. 

Many face the same issue: 
as investment from Asia fal- 
ters and i competition from 
eastern Burope grows, the 
next phase of regeneration 
may have to be driven by 
home-grown companies. 

The debate in Wales is 


ture is grants. Compared 
with aid packages such as 
the £247m for LG, the figures 
attracted by indigenous busi- 
nesses hardly register. 

Brian Wfflott. WDA chief 
executive, says it is unfair to 
compare one-off projects 
with continuing small-scale 
support for local companies. 
In the past year, be says, the 
business development divi- 
sion helped 1,500 Welsh com- 
panies win a record £43m of 
business, as well as £ 16 im in 
potential contracts. 

In Scotland, there was 


sharp because in spite of anger among the workforce 


success in attracting Inves- 
tors from outside the UK. it 
still has some of the worst 
unemployment black spots 
and below-average wages. 

John Ball, an economist at 
Swansea Business School in 
south-west Wales, claims 
past policy has made Wales 
dependent on low-skill, low- 
wage jobs. Compared with 
more than £40,000 (667,000) a 
job granted in subsidy to the 
Korean electronics company 
LG. he believes indigenous 
investment could generate 
more high-quality jobs for 
£2.000-£3,000 each. 

Agencies in Wales have 
countered criticisms with 
statements of support for 
indigenous companies. Alan 
Morgan, the Welsh Develop- 


Last week when Lite-On. the 
Taiwanese manufacturer of 
computer' monitors, 
announced it was making 
230 of its 350 employees 
redundant at Mess end In 
central Scotland. 

The plant opened a year 
ago «nd Lite-On had talked 
of 1,000 jobs within two 
years. It re-opened debate on 
whether inward Investment 
was as stable a foundation 
for the economy as locally- 
based companies. 

With Korea’s Hyundai put- 
ting on hold its semiconduc- 
tor plant in Scotland, and 
Mitsubishi Electric closing 
its television plant there, 
supporters of inward invest- 
ment have become defen- 
sive. Brian Wilson, Scottish 



Manufacturing output* 
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Above: the west Wales factory of US group 3M, where productivity of a foam tape has been increased. 


Below: sources of UK manufacturing output 


ment Agency’s director of Industry minister, causti- 
b us in ess 1 development in cally attacked “the fair- 
charge of the £9m budget for weather friends of inward 
local services, denies there investment policy". 


has been neglect but says 
more is being done. 

Some argue that, with 
only 7.7 per cent of the work- 
force employed by non-UK 
companies, the figures are 
still disproportionate. Bat 
wbat really distorts the pic- 


In spite of setbacks, 
announcements about plans 
for factories with non-UK 
owners continue, the two 
most recent being from Tai- 
wanese companies. About 
80,000 people work for non- 
UK-owned manufacturing 


companies — 4 per cent of 
the total workforce and 28 
per emit of all manufactur- 
ing staff. 

Scottish Enterprise, the 
development agency, is in a 
difficult position when 
people complain about the 
supposed deficiencies of 
inward Investment. Minis- 
ters find it "nifty,” as 
Crawford Beveridge, chief 


executive, ' put it; to 
announce projects creating 
hundreds of jobs. But only 15 
per cent of its £4Tbm. budget 
Is spent on inward investors 
compared with 40-50 per cent 
on indigenous companies. 

The big spending on 
inward investors is made by 
the UK government’s Scot- 
tish Industry Department, In 
the five years to 1999^ it 


■ varies News & Pictures 

handed out £4 60 m in 
regional selective assistance. 
Of this, £210m went to local 
companies. Mr Wilson said 
he would welcome more 
grant applications: “Sadly, it 
is a myth that there is a long 
queue of frustrated Indige- 
nous companies being 
denied support” 

Additional reporting by 
Brian Groom 
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Rover prepares 
to boost output 
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By John HRs to London 

The Rover group, owned by 
BMW, is starting to recruit 
1,000 production workers to 
work on the executive 
saloon, code-named R40, 
which will replace its 600 
and 800 Tanges. 

Much of the TWO'S output 
wID be exported, with Ger- 
many expected to take more 
units than previous Rover 
executive models. 

The car will also launch a 
renewed sales drive in Latin 
America. 

Rover is investing £400m 
in the R40, its first new car 
since the company was 
taken over by BMW four 
years ago. The car will be 
unveiled at the International 
Motor Show near Birming- 
ham in October. 

Rover is creating the 


rapacity to build 150,000 ran 
a year at Cowley near 
Oxford - almost double the 
plant’s combined output of 
the 600 and 800 models at 
their respective peaks. - 

The extra jobs will take 
Rover’s workforce over the 
40,000 marie for the first time 
in nine years, • ; - 

Rover has spent £250m to 
create a “factory within a 
factory" at Cowley to build 
the R4Q. 

The Cowley facility, and 
the engineering of the 
vehicle, reflect manufactur- 
ing and quality standards 
introduced by BMW. 

Nevertheless the new car 
“will represent the modern 
face of Rover and the excel- 
lence of British design", said 
Walter Hasselkus, Rover’s 
chairman and chief execu- j 
five. ! 


London’s 
colleges 
seek more 
overseas 
students 


By Simon Tanjett, 

Education Correspondent 

!■■«<■• ■” " " " 

London’s elite “Ivy league" 
universities yesterday 
launched a joint marketing 
venture with other colleges 
in the capital to boost the 
city's share of the interna- 
tional market for students 
from outside the UK and the 
domestic market for 
research contracts. 

The London School of Eco- 
nomics and King’s College 
London - in the top 10 of the 
Financial Ttaes’s survey of 
Britain’s best universities - 
have set up a -promotional 
body with 14 other institu- 
tions including the “new" 
universities of Bast London, 
Greenwich and Westminster. 

The initiative, which is 
backed by business, signals 
a new spirit of collaboration 
after years of rivalry. The 
new body. Learning in Lon- 
don, is to run under the aus- 
pices of London First, the 
business campaign group 
which boasts 300 corporate 
members including Barclays 
Bank. British Airways. Brit- 
ish Telecommunications and 
Ernst & Young. The work of 
the group has taken on a 
new urgency following the 
Asian financial crisis, which 
is expected to hit student 
recruitment this year. 

New research published by 
the group shows that Lon- 
don attracts 45.000 overseas 
students - 15 per cent of 
London’s student body and 
around 20 per cent oT all the 
UK’s students from other 
countries. There are plans to 
boost the number of stu- 
dents taking masters’ and 
doctoral degrees especially 
in core specialities such as 
law, economics, social and 
political science, and engi- 
neering and technology. 

I John Edmundson, director 
of the marketing group, said 
the role of the LSE and the 
old university colleges was 
crucial, giving the project 
“respectability”. 

Frank Gould, rice-chancel- 
lor of the University of East 
London, said an earlier- 
attempt to link up. when 
vice-chancellors met once a 
-term. to j discuss common 
problems, "got nowhere”. He 
said the new venture showed 
London's need to market 
itself as it faced growing 
competition from big Euro- 
pean and US cities. 

The marketing group has 
still to persuade Imperial 
College and University Col- 
lege, London’s two largest 
institutions, to sign. Mr 
Edmundson said they were 
hesitating because they felt 
“less universities of London 
and more universities who 
happen to be in London". 
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THE ESSAYS OF WARREN BUFFETT 
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Warren Buffett is one of the most successful investors of all time. Together with 
Oiariie Monger, he has built Berkshire Hathaway Inc. into a $50 billion holding 
company that owns substantial equity stakes in American Express, Coca-Cola, Walt 
Disney, Gillette, and McDonald’s. 

ff you want to know how Wamso Buffett has achieved consistent success on such a 
scale, this unique collection of Essays, written by Warren Buffett and arranged by 
Lawrence Cunning h a m , is the definitive source. The Essays are a selection of 
Buffett’s famous Letters to Shareholders winch appear every year in Berkshire 
Hathaway’s Report and Accounts and which have become a cult item. They are 
stimulating and lucid, they make strong points with good examples, and they 
include some of the best investing anecdotes and. homilies you are ever likely to 
read. 

The Essays of Warren Buffett is already a bestseller in the United Stares but it is not 
yet available in UK bookshops. The Financial Times has arranged for copies to be 
made available to its readers by duect order through Harriman House Ltd. 

To order your copy of this unique collection please complete the order form below. 

Hate allow 7 days from «wpt of your order for delivery. OB* is subject to availability and oocn to 
nwdents of the UK and Northern Ireland only. If for any reason you are not entirely happy with the book, 
please return it to the order form address within 14 days for. c full refund. 

PSIOR 1 TY ORDER FORM. OR FAX TO: 0173 # ZOgwfoR PHONeT 61730233870 * 

OR ORDER ONLINE: ban^ atoboofcA^conqwsgTtxom 

Oft EMAIL: HTTPV/WWW.CLOBAL-INVBCTOILCOM/BOOKSHOP/BOOKS/M 4 g.{nM 
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CINEMA 


THE ARTS 


Messing 
about 
with the 
blues 


Tke Blues Brothers opened In. 
1380 to generally unfavourable 
reviews and a poor commercial 
showing. In the early days of 
video, it had certain key ingredi- 
ents that helped it shift from the 
status erf a damp box-office squib 
to become a modem cult clas sic] 
The screenplay was just this side 
of chaotic, with occasional bans 
mots and one famous knockout' 
speech which concludes ..It’s' 
dark and we're wearing sun- 
glasses. Hit it!” 

There were two central low-life 
characters with their iconic and 
easily mutable dress, played by 
Dan Aykroyd and John Belushi, 
then the hottest comic actor in 
America. Perhaps most impor- 
tant of all was the superb sound- 
track performed by Aretha 
Franklin, Ray Charles and James 
Brown among others. Aykroyd 
and Belushi shared their charac- 
ters' enthusiasm on their mi^rm 
to restore black music to its 
rightful place at the heart of 
American popular culture. All 
this was played out against a fre- 
netic background of conspicuous 
budgetary excess, with endless 
car-chases, explosions and 
absurdly over-blown pile-ups. 

Eighteen years on, the dire The 
Blues Brothers 2000 is not so 
much a belated as a redundant 
sequel. It is dedicated to Belushi, 
Cab Calloway and John Candy, 
three stars of the original who 
had the good sense to die before 
having to appear in this messy 
film, Belushi baa certainly never 
been more keenly missed than 
here, and is replaced by not one 
but three new brothers: another 
fat man (John Goodman), a black 
man (Joe Morton) and, in an 
unforgivably sentimental touch, 
a kid (J. Evan Bonifant). This 
suggests that Aykroyd and co- 
writer/director John Landis just 
couldn't make up their minds 
which option to go for, and chose 
all three. They have also opted 
for the modem, playing-safe ver- 
sion of the sequel - the virtual 
re-make. So they have rounded 
up as many of t he original cast as 



Redundant sequel: John Landis's The Blues Brothers 2000 1 is to be avoided by those with fond memories of the orginal 


possible and replicated The Blues 
Brothers almost scene-for-scene. 
To make up for the film’s short- 
comings, many famous musicians 
have been recruited, and some of 
the musical set-pieces are rather 
good - notably Sam Moore's gos- 
pel song and James Brown’s ver- 
sion of “Please, Please, Please”. 
But none of these is enoug h to 
justify a visit, especially by those 
who have fond memories of the 
original 

★ 

Director Tom DiCillo made a 
promising debut , with Johnny 
Suede but by his third effort. Box 
of Moonlight, his trademark 
quirkiness was looking a little 
strained. With his new film. The 
Real Blonde, he has gone off the 
tracks altogether. Joe (Matthew 
Modlne), and Mary (Di Cilia regu- 
lar Catherine Keener), are an 
urban couple In their thirties 
who have been together for six 
years and don’t know whether 
they are fully committed to one 
another. Joe is a struggling actor, 
Mary a successful make-up artist 
in the fashion world. lUs film 
clearly owes a lot to the work of 
Robert Altman in its ensemble 
cast (Buck Henry, Kathleen 
Turner, Christopher Lloyd, Denis 
Leary) and interweaving plot 
strands. Unfortunately it most 


closely resembles Altman’s dis- 
mal PriX-a-Porter in its lame and 
unnecessary satire on both the 

fashi on and . gntun - taiinTnpmt indus- 
tries. Among the running gags 
are scenes from the soap opera 
Passion Crest, featuring Bob 
(Maxwell Caulfield) and Kelly 
(Daryl Hannah). That DiCillo 

THE BLLES BROTHERS 2000 

John Landis 

THE REAL BLONDE 

Tom DiCBIo 

sAuircoLisiNf 

Merzak Alloudie 

guy’ 

Michael Lfndsay-Hogg 


asked these two wooden perform- 
ers to act deliberately badly in 
this programme-within-the-film is 
suggestive of a courageous. If not 
particularly astute, director. 

Anyone expecting Saint 
Cousin! to shed some light on 
Algerians at home and in exile hr 
France will be disappointed by 
this film, which ends up saying 
very little. AKIo (Gad Rimainh) is 
a bumbling young man who 


arrives in Paris on a working 
visit from Algiers. He has lost the 
address of the man from whom 
.he is collecting a suitcase so. 
Speaking only awkward, comical 
French, he seeks shelter from his 
cousin Mok (Mess Hattou). Mok 
is a near-delusional fantasist, 
AHift an innocent dreamer «nrt, 
through their dull picaresque 
adventures the film makes trite 
observations on racism, love and 
the desperation of the dispos- 
sessed. The proceedings are lent 
an incidental lighter touch by the 
eccentric sub-titles. 

* 

Guy at least opens rather welL 
Various pedestrians at an LA 
cross-roads stop and stare into 
the roving hand-held camera. It 
is a Naked City idea, suggesting 
that the film could be about any- 
one on wham the camera alights. 
It transpires that the camera is 
being wielded by a nameless 
female documentary film-maker 
and the subject for her new, 
highly intrusive film is Guy Dade 
(Vincent D'Onofrio). Guy, a spe- 
cialist car-dealer, initially reluc- 
tant, soon becomes obsessed with 
both camera and director. This 
must have seemed such an entic- 
ing project in preparation. Deal- 
ing with the meatfly cinematic 
subject of dangerous, erotic voy- 


MUSIC THE KIROV ORCHESTRA 

Pure magic from 
a busy maestro 


eurism, this is a first screenplay 
by Kirby Dick, responsible for 
the remarkable documentary 
Sick, and directed by the Beatles' 
occasional collaborator, Michael 
Lindsay-Hogg. But the film is pre- 
tentious and laughable almost 
from the be ginning . At one stage 
Guy protests: “It's ridiculous! 
Why would anyone want to see a 
film about me?” This is a ques- 
tion that the film crucially fails 
to address. 

The makers of Star Kid signal 
their cine-literacy early on when 
the sympathetic high-school sci- 
ence teacher introduces the film's 
hero, 12-year-old Spencer (Joseph 
Mazzello) to her pet spider, Leo 
G. He is named after Leo G. Car- 
roll, the star of the classic B-hor- 
ror movie Tarantula, and this is 
just the first of a simple tale's 
many cinematic borrowings and 
references. The main inspiration 
is ET. as lonely Spencer forms a 
bond with an intelligent, seven- 
foot tall Cyborsuit from the 
planet Trelkis, which he wears in 
order to ward off an alien assault i 
This is reasonably brisk and 
should have enough inventive- 
ness to keep the pre-teens 
amused. 


The tireless Valery Gergiev is the 
Puck among modem conductors. 
Single-handedly, he has “put a 
girdle round about the earth” 
taking up conducting posts, foun- 
ding festivals, setting up residen- 
cies from St Petersburg to San 
Francisco, from Mlkkeli in Fin- 
land to Eilat tn Israel, via Rotter- 
dam, New York, th e fTa nr eP u s. 
and on to China and South Amer- 
ica. 

Somewhere in this manic itin- 
erary he found time to give a 
concert this week at the Royal 
Festival Hall with the Kirov 
Orchestra and Chorus. From 
early in his career Gergiev has 
been keen to forge links with 
London, first starting up joint 
productions between the Kirov 
Opera and the Royal Opera 
House, and later finding a slot for 
himself in London's complex 
orchestral scene at the Royal 
Philharmonic - a liaison which 
did not work out on either side 
and soon fell apart. 

Impatient to keep live wires in 
every city, he is back. The news 
is that Gergiev has switched his 
allegiance to the Philharmonia 
and is embarking on a five-year 
project to present mini-festivals 
in May each year which will 
bring together his new London 
friends, the Kirov orchestra from 
St Petersburg, and (occasionally) 
the Rotterdam Philharmonic 
Orchestra, of which he is also 
principal conductor. This is on 
top of his new position at the 
Metropolitan Opera in New York 
and his other existing commit- 
ments. It beggars belief that still 
flirther musical organisations are 
said to be chasing his services. 

At least, for Tuesday’s concert 
with his own Kirov Orchestra, 
there must have been an opportu- 
nity at some point for conductor 
and players to get to know the 
music together. Following the 
Royal Opera’s La rondine the 
night before, here we again had 


the concert of the re cording , as 
the Kirov performed the same 
music as on their new CD for 
Philips - Scriabin's Prometheus 
and Stravinsky's complete 1910 
Firebird, with just the Act 3 Pre- 
lude to Wagner's Die Meister- 
singer as an extra. 

The Scriabin, rarely performed, 
is an extravagant and not wholly 
convincing tone poem, which 
wallows in luxuriant orchestral 
colours. The composer was quite 
specific about what colours those 
were and it seemed to me that 
the soft-textured Kirov sound 
was particularly good for his 
mauves, blues and browns, where 
the lower strings came into their 
own. 


Somewhere in his 
manic itinerary 
Gergiev found time 
to give a concert In 
London this week 

Gergiev’s performance of the 
Stravinsky was at the opposite 
extreme to the modernist one 
Esa-Pekka Salonen gave with the 
Philharmonia at tbe Edin burgh 
Festival a few years ago. It is 
somehow fitting that Gergiev 
should see the music in the 
romantic vein that looks back to 
its Russian origins in the 
fairy-tale scores of Tchaikovsky 
and Rixnsky-Korsakov. Maybe be 
did not obtain the same precision 
playing (not enough time for 
rehearsal?) but there was much 
fantasy and a heady expressive 
freedom in the performance. And 
the hushed lead-in to the final 
dance, where the audience hardly 
dared breathe, was pure magic. 

Richard Fairman 


Third dimension to 
minimalist music 


Kail French 


A good-time show which fails 
the brazen seduction test 


MUSICAL 

I^SHUllLEWORTH 


Sweet Charity 

Victoria Palace, London SW1 


The audiences at West End 
musical opening nights 90 want 
to be wowed, bless them. So, in 
the opening min utes of Sweet 
Charity on Tuesday, their 
responses seemed to run: “Hey, 
these gills can stand on a revolve 
without falling over” - wild 
applause! “Hey, it’s Bonnie Lang- 
ford’s bum" - wild applause! 
“Hey, her lover’s just pushed her 
into Central Park Lak e” - 
applause just that worrying bit 
Zoo void... 

Langford carries a huge burden 
as the ever -sanguine dance hall 
hostess In this revival of Bob 
Fosse’s musical, and no-one can 
be more conscious than she of 
the cruel stigma of simply being 
Bonnie Langford, and erf being 
her for so long : not really mutton' 
dressed as lamb (despite sporting 


facial makeup- of an almost Gar- 
land/Miimefli-like thickness), she 
is mare lamb which has spent an 
age in tbe window display. 

She has eneigy, discipline and 
far more than her fair share of 
talent - anyone who can ex ec ute 
a routine such as that for “Em A 
Brass Band" and then slip effort- 
lessly hack into song is blessed 
with both ability and peak physi- 
cal condition - but all those' 
years as the postbox-smiling little 
girl have left their mark, and at 
root she finds herself unable to 
move too Car from this mode. 

Sure, she has Charity Hope 
Valentine's starry-eyed, bouncy 
indefatigability down pat, but 
Charity is also tempting and 
alluring; when her neurotic new 
beau Oscar (Cornell John), met in 
a trapped hit, describes her as a 
“poetical virgin", it must seem 
the height of delusion. 

But Langford - for all that she 
wiggles her equatorial and 
southern regions at. us, for all 
that ' she tries brazen seduction 
an ageing Latin heart-throb Vit- 


torio (Mark Wynter) - cannot 
come over as remotely sinful 

This problem affects the show 
as a whole. To put it bluntly, one 
should not be able to watch so 
much of Bob Fosse’s choreogra- 
phy without feeling at all 
embarrassingly aroused. Chet 
Walker has a fiwp company Train* 
all the right moves with impres- 
sive vigour and precision, but not 
even the taxi-dancers’ flaunting ' 
of themselves in “Big Spender” 
(a number which ought to com- 
bine sheer desperation with 
efficient enticement) begins to 
register. 

It is an admirable show - Cy 
Coleman’s songs and Neil 
Simon's book alone would see' to 
that - but, for all Walker's and , 
director Carol Metcalfe's efforts, 
for all that Johanne Murdock and 
(particularly) Jane Fowler match 
Langford for energy, it is not at 
all as seductive as it should be. 
This is a good-time show, sure 
enough, but not with the double- 
ness of entendre that the “Big 
Spender” girls want us to believe. 



Story-eyed but not remotely sinful: Bonnie Langford as Charity 


OPERA 

Monsters of Grace 
Babken Theatre 

One goes to a performance of any 
music by Philip Glass expecting 
to Be bore<f by its repetitious 
banality after about three min- 
utes. Likewise, one also antici- 
pates from Robert Wilson a stag- 
ing of great, deliberate, if often 
baffling beauty. 

But Glass's and Wilson's latest 
collaboration, Monsters of Grace, 
offered as the opening gambit of 
the Barbican International Thea- 
tre Event, had something else. 
Billed as a “new digital opera in 
three dimensions’’ - what opera 
isn’t in three dimensions? — the 
work takes the form of a 
sequence of 14 abstract, appar- 
ently unrelated scenarios. 

Hhlf of them are acted in a 
curiously to uching slow motion 
ceremonial live on stage - a boy 
walking slowly towards a tardis- 
like tent, a woman gently rip- 
pling the surface of water in a 
tank. The other half are repre- 
sented by 3D, computer-gener- 
ated filmed images, for which we 
in the audience had to don fifties- 
style polarised spectacles. 

We saw scenes, some more 
visually effective than others, of 
a giant hand being pricked and 
cut. of a polar bear being 


caressed, of a metamorphosing 
still life scene (the snake that 
appeared on the table was about 
the only monster to be sighted in 
the entire work), of a dream-like 
landscape with helicopters and a 
representation of the Great Wall 
of China. 

All of this to a bland, over-am- 
plified, bass-heavy accompani- 
ment, played by the Philip Glass 
Ensemble under Michael Ries- 
roan, which embodies settings of 
the 13th-century mystic poet JaL 
aluddin Rural, sung in very un- 
mystic 20th-century English 
translation (the responsibility of 
Coleman Barks) by a solo vocal 
quartet. 

According to the show's pro- 
ducer Jedediah Wheeler, this is 
21st-century theatre. I hope and 
believe not. Mixing live and 
recorded media - even recorded 

media of the technological 
sophistication demonstrated here 
- just for tbe sake of it repre- 
sents no dramatic advance. 

In practice this alternation of 
media proved an annoyance. I 
could not have been the only 
member of the audience who left 
the theatre with a headache, and 
I trust I was not alone in feeling 
that the evening only reinforced 
my view that Glass's brand of 
minimalism, though Initially 
intriguing, is all surface and no 
substance, its enduring popular- 
ity down more to commerce than 
to artistic merit 
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AMSTERDAM 

OPERA 

Netherlands Opera, Hat 

Muai ek the at ar 

Tel: 51-20*57 8911 

Tosca: by PucdnL New production 
by bfikoteus Lehnhoff wMi a cast 

including Bryn Terfel. The 
conductor is Rtacardo Chaffly; 

May 22 ■ 

BERLIN 

CONCERTS 

PhffliarmonJe 

Tet 49-30-2548 8354 

Berlin PhUharmonfc Orchestra: 

conducted by Bernard Haitink in 

works by Bartdk and Brahms. With 
soloist Anew® Schtff; May 23. 

24 > 25 ' 

BRUSSELS 

OPERA 
La Monnate 
Tel: 32-2-2201211 
m 11 Rltomo dUBtes* by 
Monteverdi New pwdujw 

conducted by Phfflpp® 
staging by Wlfflam Kentridga. Wlttv 

me Handspring Puppat Company, 


at tbeLunatheaten May 22 
-• L’Orfeo: by Monteverdi. New 
production conducted by Rend 
Jacobs and directed and 
choreographed by Trisha Brown, 
with designs by Roland 
AeschBmam; May 21 , 22, 23 

CHICAGO 

coNcerrs 

Orchestra HaU 

Teh 1*12-294-3000 

www. chicsgosymphony. org 

• Chicago SymphonyOrchestra: 
conducted by Daniel Barenboim in 
Beethoven's Symphonies Nos. 3 ' 
and 4; May 22, 23 

• Chicago Symphony Orchestra: 
conducted by Daniel Barenboim in 
a concert performance of Rdelks. 
With the Chicago Symphony 
Chorus; May 26 

EXHIBITION 
Art institute Of Chicago 
Teh 1-312-4433600 
www.arffc.Bdti • ■ 

Songs on Stone: James McNeill . 
Whistler and the Art of 
Lithography. Around 200 works by 
the Americto'axpatriate, Including 
drawings, etchings and paintings, 
which demonstrate the importance 
of Holography to his at and theory; 
to Aug 30, than transferring to . 
Ottawa 

FLORENCE 

OPERA- ■ ..: 

tfaggtfo Musicals Ffonnfino - 

Tet 39-55-21 1-1 5Q , 

wwwjrBBgbfhrentinQ.mm . 

• La Comte Oiy: by Rossini New : 
. production conducted by Roberto . 

Abbado in a staging by Lorenro .• 


Mariani; ETI-Teatro della Pergola; . 
May 21, 23 

• Wozzedc by Berg. New 

. production by William Friecfldn, - . 
conducted by Zubin Mehta; Teatro 
Comurtale; May 26 

GLYNDEBOURNE 

OPERA 

Giyndeboume Festival Opera 

Tet 44-1273-815 OOO 

• Cosl Fan Tutte: by Mozart. New 
production by Graham Vick, 
conducted by Andrew Davis. Cast 
Includes Alan Opie and Barbara 
Frittofl. With the London 
Philharmonic Orchestra; 

May 21, 24 

• K&fa Kabenov& by Jan6£ek. 
Revive! of Nikolaus Lahnhoff s 

production, conducted by Yakov 
Krslzberg, with designs by Tobias 

Hoheteel. Cast Includes Amanda 
Rooeroft With the London 
. Phi harmonic Orchestra; 

May 23, 26 .. 

HELSINKI 

OPERA 

' Rnrash National Opera 
tet 358-9-4030 2211 
The Magic Flute: by Mozart New 
proefoetkm .by Swedish director . 
Etienne Glaser, designed by Peter 
THJberg; May 21, 23, 25 

LONDON 

CONCERTS 
Royal Festival Hail 
Tel: 44-1 71-9604242 
The Royal Opera: Die Sgyptische 
;. Helena, by Strauss. Concert 
performance, conducted by 
. Chrisifen llrfdernann. Cast 


includes Deborah Voigt and 
Thomas Moser; May 22, 25 

EXHlBmbN 
Tate GaSery 

Tet 44*171-687 8000 
Per KJriceby (1x1938): continuing 
the series of contemporary 
sculpture displays, this exhibition 
includes paintings, sculptures and 
a specially constructed brick 
structure by the Danish artist; to 
. May 28 

LOS ANGELES 

CONCERT 

Dorothy Charxtier Pavifion 
Tet 1-213*653500 
City of Birmingham Symphony 
Orchestra: Sir Simon Rattle 
conducts works by Knussen and 
Mahler; May 21 

MUNICH 

CONCERT 
Phflh a rmonie Gasteig 

■ Tet 49*9-5481 8161 

Ivo Pogorefich: recital by the 
pianist of works by Rachmaninov, 
Granados, Prokofiev and Chopin; 
May25 

OPERA 

Bpyarisdhe St aa tsoper 
Tet 49*9-2755 7920 
The Midsummer Marriage: by 
Michael Tippett. Mark Befer 
conducts a production staged by 
Richard Jones, wab« cast 
incfutflng Alison Hagley and Phflip 

■ Langridge^Mey 22 ' • 

NEW YORK 

CONCERTS 


Lincoln Center 

Tat 1-212-721 6500 

wwwJncolncenter.org 

New York Phiharmonic: conducted 

by Kirt Masur in Shostakovich's 

Symphony No. 7, "Leningrad"; 

Avery Fisher Hall; May 21, 22, 23 

EXHIBITIONS 
Gu gg e nh eim Museum 

Tet 1-212-4233500 
www.guggenheim.org 
Visions of Paris: Robert Delaunay’s 
Series. Previously seen in Berlin, 
this exhibition focuses on the 
series paintings made by the artist 
in Paris, of subjects including 
Saint-S4varin and the Eiffel Tower; 
to May 24 

Metropolitan Museum of Art 

Tet 1-212*79 5500 

wwwjnetmuseum.org 

Augustin Pajou, Royal Sculptor 
first retrospective devoted to works 
by the French sculptor 
(1730-1809), successful In the 
French RoyaJ Academy of Painting 
and Sculpture and a favourite of 
Louis XV and Louis XVI. Includes 
marble statues, portrait busts, 
terracotta sketch-models, and 
drawings including designs for the 
opera at Versailles; to May 24 . 

Pferpont Morgan Library 

Tet 1-212-685 0008 
a.ka. Lewis Carroll: display of 
memorabilia markktg the centenary 
of the death of Charles L. Dodgson 
(1832-1898), mathematician, 
photographer, and author of Alice 
in Wonderland; to Aug 30 

THEATRE 

Brooklyn Academy of Music 
Tet 1-718-6364100 


The Royal Shakespeare Company 
presents a two-week season 
. featuring five productions. Matthew 
Warchus's production of Hamlet 
opens tonight, with Alex Jennings 
in the title nde. Krapp's Last Tape, 
by Samuel Beckett, opens next 
week, as does Shakespeare's 
Henry VIII. Everyman and 
Cym define follow the week after 

PARIS 

CONCERT 

Th£Stre des Champs Bysdes 
Tet 33-1-49525050 
Vienna Philharmonic Orchestra: 
conducted by Seiji Ozawa in works 
by Brahms and Stravinsky; 

May 26 

ROTTERDAM 

EXHIBITION 

Kimstha! 

Tet 31-10-440 0300 
Look at me: Fashion and 
Photography In Britain I960 to the 
present First stop for a touring 
exhibition which trades the 
development of fashion 
photography with Its emphasis 
firmly on popular culture rather 
than haute couture; to Aug 9 

VENICE 

EXHIBITION 
Palazzo Grass! 

Tel: 39-41-523 1680 
www.patezzograssjJt 
Picasso: 1917-1924. Beginning 
with works Inspired by tvs designs 
for the theatre and the Commedla 
defl'Arte, this display also picks up 
the return to classicism which 
coincided whh Picasso's first visit 


to Italy in 1917; to Jun 26 


VIENNA 

EXHIBITION 

Kunstfonmi d©r Bank Austria 
Tot 43-1*33 2266 
From Monet to Picasso: display of 
120 works, starting with French 
Impressionism and ending In 1945; 
to Jun 28 


TOKYO 

CONCERTS 

Suntoty HaU 

Tet 61**584 9999 

Cleveland Orchestra: conducted by 

Dohrinyi in works by Bartdk, R. 

Strauss and Dvorak; May 21 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

OBJSOr. MoneyBne with Lou Dobbs 
132ft Business Asfe 

19.30: World Business Today 
79 -fi n- World Business Today 
Update 

• Business/Market Reports: 
05:07; 08:07; 07:07; 0820; 0920; 
1020; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 


T he streets of the 
Indonesian capital 
were comparatively 
peaceful yesterday. 
But under the surface the 
country's two main prob- 
lems are entirely unresolved. 
Both are sources of poten- 
tially profound instability. 

The first is the deep differ- 
ence of opinion between the 
student protesters and the 
Indonesian ruling elite about 
the form and timing of any 
transitional government to 
succeed President Suharto. 
Some in the elite want a new 
general election, followed by 
a vote in the assembly For a 
new president That would 
take months. The students 
want Mr Suharto to go now. 

The second source of insta- 
bility is the economy. 
Already unstable, it has 
been sent almost into free 
fall by the past two weeks of 
upheaval. The distribution 
channels for food and wage 
payments appear to be seiz- . 
ing up following the destruc- 
tion of many shops and dis- 
ruption of the distribution 
network in last week's riots. 
Food shortages and wage 
disruptions look likely. The 
$43bn assistance programme 
of the International Mone- 
tary Fund appears to be in 
r uins . It seems almost incon- 
ceivable that the present 
government will get any 
more assistance and it is an 
open question whether a 
transitional government, 
even if it were set up. would 
be able to get enough money 
in the coming weeks and 
months to avoid food short- 
ages and/or flight of what 
capital remains in the coun- 
try. 

In these circumstances, 
yesterday’s peace could be 
shattered at any time. The 
country remains profoundly 
unpredictable and the opti- 
mistic notion that Mr 
Suharto has bought himself 


Shadows close in on the puppeteer 

Domestic and international pressures on the Indonesian president are growing, writes Sander Thoenes 


a few weeks or months in 
which to control an ordered 
transition to the candidate of 
bis choice may suddenly 
prove unfounded. 

That is not say that his 
promise to step down after 
new elections was. as some 
have argued, a gesture that 
changes nothing. On Tues- 
day. he promised on live 
television to reform the elec- 
toral system and hold elec- 
tions to a new assembly “as 
soon as possible". The new 
parliament, along with 500 
appointees to the assembly, 
would then pick another 
leader. “I will not run for 
president again." he said. 

Because he mentioned no 
dates, some people wondered 
whether be was merely try- 
ing to find a way to cling on 
to power, perhaps even until 
his current term in office 
runs out in 2003. 

“He's just buying time.” 
said Noni, a woman student 
at the parliament. “We want 
him to step down now. No 
more tricks." 

The idea that he is trying 
to cling on gained some cre- 
dence when it became clear 
that the military was pre- 
pared to crack down hard on 
protestors, if necessary. 
“Somebody told me. who 
happens to be an army gen- 
eral. that he doesn't care at 
all if... an accident like 
Tiananmen will take place 
today." said Amien Rais, the 
Moslem academic who bas 
emerged in the past two 
weeks as Mr Suharto's most 
dynamic opponent. A shaken 
Mr Rais called off a planned 
student march in Jakarta, 
hence yesterday's quiet. 



All the same, the offer to 
resign hag maria a diffe rence, 
in that much of Indonesia's 
ruling elite, including mem- 
bers of the military and 
some Moslem leaders, seem 
to have decided to take the 
president at his word. They 
want him to implement 
political change - setting up 
a new Reform Council that 
includes some of his critics - 
and then to resign. Members 
of the ruling Golkar party, 
and the speaker of parlia- 
ment Mr Harmoko. have put 
him on notice. 

"We cannot force our will 
so we should compromise," 


said YusrO Indra Mahendra. 
a professor who met Mr 
Suharto on Tuesday, alnng 
with eight' other Moslem 
leaders. 

On top of the domestic 
pressure to go. Mr Suharto 
also faces strong interna- 
tional pressure to stick by 
his promises. With the US 
government saying he 
should go, the chances of 
continued credits from the 
IMF and other lenders are 
slim unless he proceeds rap- 
idly with general elections 
and revives economic 
reforms. 

Such a coarse would 


clearly not be enough for the 
students. "Whatever he says, 
the people don't trust him 
any mere," says Bros Djarot, 
an editor whose magazine 
was shut down on Mr Suhar- 
to’s orders in 1994. "How can 
someone who is at the heart 
of the problem solve the 
problem? It is now Suharto 
against the people." But it 
does at least mean that one 
of the world’s longest run- 
ning governments is coming 
to an end. 

A few months ago. that 
might have counted as good 
news, because it then 
seemed possible for the 


regime to arrange an orderly 
transfer of power. No longer. 
Succession procedures are 
vague: Mr Suharto has 
picked a vice-president, 
B.J. Habibie, whom many 
people feel is even worse 
than he Is, anri there is no 
single dominant leader 
among the opposition. 

Worse still, time is run- 
ning out. The transition pro- 
posed by Mr Suharto would 
take up to a year. The gen- 
eral election is unlikely to be 
held before the autumn and 
the presidential election 
would probably take place 
after that, perhaps next 


spring- Juwono Sudarsono, 
environment minister, has 
said Mr Suharto could step 
down by the end of the year. 

Long before any of that 
could happen. Mr Suharto 
could be impeached. The 
opposition has persuaded the 

speaker of parliament and 
the leaders of all the four 
factio"* in parliament to 
push for his resigna t i on . If 
they stick by* their guns, 
they would then call a spe- 
cial session of the People’s 
Consultative Assembly that 
elected the president for a 
seventh term in March to 
impeach Mr Suharto and 
choose a new president. 

It is for from clear whom 
they would choose. Mr Rais 
may be the most popular 
oppo sition leader, but that is 
by default. He is distrusted 
by some in the opposition 
and is feared by many busi- 
ness people, not least for 
anti-Chinese comments in 
the past The assembly is 
dominated by Mr Suharto's 
cronies, employees and even 
his children: if they dare go 
against his will at all, they 
are more likely to opt far 
General Wlranto, chief com- 
mander of the armed forces, 
or Try Sutrisno, the former 
vice-president 

That degree of uncertainty 
looks bad. But at least - if 
this is the upshot - it might 
be resolved within a few 
weeks. And speed is now 
essential. 

The reason is the economy 
is deteriorating alarmingly. 
Output was always going to 
foil fids year, because of the 
currency and banking crises 
last year. In April, the IMF 


forecast a fall in real gross 
domestic product of 5 per 
cent for 1998. But every fore- 
cast is now being revised 
down. Nilesh Jasani, 
regional strategist at S.G. Se- 
curities, says that GDP could 
fell 15 to 20 per cent this 
year. Inflation Is up. exacer- 
bating social problems, 
of the fall In the 

currency and a long drought, 
prices rose 7 per cent in Jan- 
uary. by 13 per cent in Feb- 
jTjaiy, and are now rising 
sharply again. 

M ost immedi- 
ately alarming, 
the country is 
running out of 
money for essential imports. 
Exports Of the 20 main non- 
oil export commodities fell 
nearly 60 per cent between 
March and January. And for- 
eign exchange reserves fell 
by $Sbn in the first two 
months of the year, though 
they have since stabilised 
because the country has 
drawn on a standby loan. 

So long as Mr Suharto is 
still there, money from offi- 
cial sources (such os the 
IMF) will not be forthcoming 
and private foreign investors 
will also stay away until he 
leaves the scene. 

Even if an orderly succes- 
sion were arranged in a cou- 
ple of months. It would be 
hard for the new govern- 
ment and its creditors to 
pick up the pieces. As Mari 
Pangestu, a prominent Indo- 
nesian economist, says, 
there will be precious little 
time in which to make the 
painful reforms needed to 
stop a rapid economic 
decline. “We just revised our 
economic projections down- 
ward. We will have to do so 
again if we have a delayed 
solution. We have had four 
or five m onths when nothing 
got done. We cannot afford a 
few more months like this." 


M 


adeleine Albright 
the US secretary 
of state, yesterday 
called on 
Indonesia's President Suharto 
to step down but America's 
ability to influence events in 
that country remains severely 
limited. As one official put it: 
"This is not the Philippines 
[where the US told President 
Ferdinand Marcos to go] and 
it's certainly not Panama 
[where the US overthrew 
Manuel Noriega]." 

US influence in Indonesia 
was never as great as in these 
two countries. But some 


Superpower reduced to shouting from the sidelines 

Foreign policy drift has left the US without the means significantly to influence Indonesia’s crisis, says Stephen Fidler 


analysts say the drift of US 
foreign policy during the 
1990s. as Congress has 
struggled to wrest the 
initiative in many areas from 
the executive, has further 
lessened the leverage 
Washington enjoys in the 
fourth most populous country 
in the world. 

Indonesia contains more 
Moslems than the entire 
Middle East. Its importance to 


the US has been seen mainly 
as an economic and strategic 
counterweight to China and as 
the key to the Association of 
South East Asian Nations, a 
loose regional economic 
grouping of 500m people. 
Keeping the shipping fates of 
this sprawling archipelago of 
13.000 islands open and free 
tram piracy is regarded as 
important to world trade. 

But. says Robert Manning 


of the Coimtf on Foreign 
Relations, a former policy 
adviser to the state 
department, foe abffity of the 
US to engage Indonesia has 
been severely constrained by 
human rights concerns in 
Congress over. East Timor, the 
neighbour it seized in 1975. 

"US policy towards a 
country of more than 200m 
people has been driven by 
concerns about 500.000 of 
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them, to this any way for a 
great power to conduct its 
affairs?" 

He says, for example, that 
in the early 1990s Indonesia 
was offered F-16 fighter 
aircraft bought by Pakistan 
but not delivered because 
Congress blocked their sale. 
The offer then had to be 
withdrawn because of 
Congressional disquiet 

He points out that the US 


ties to Mr Marcos allowed the 
Americans to play an - 
important role in encouraging 
him to leave the country and 
settle in Hawaii, securing a 
peaceful transition towards 
de m ocracy. But there is no 
dose link with Mr Suharto, 
and foe US is left with a 
limited ability to influence 
events. 

Nonetheless, foe US has 
two levers. The first is 


economic. The S43bn (£26bn) 
rescue package led by the 
International Monetary Fund is 
effectively dead now the US 
has withdrawn support tor Mr 
Siii&to. But a fresh package 
will have to be negotiated 

after a new government takes 
control, and foe possibility of 
US financial aid is a carr ot to 
dangle before IL 
The other levers are through 
the two countries’ armed 


forces, where the ties remain 
relatively dose. The US 
dispatched Admiral Joseph 
Prueher. commander of its 
Pacific forces, to Jakarta to 

urge the military to show 

restraint in dealing with 
protesters. In the event, he 
had to turn back because of 
the riots. 

These mflrtary links are likely 
to remain critical whatever Mr 
Suharto's decisions In the 
days ahead. "The military may 
be part of the problem." says 
foe US official. "But for sure, 
they’re also part of the 
solution." 
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From Mr Walter Stamen. 

Sir. Your leader. “Micro- 
soft besieged", and leader 
page article, “Government 
vs Big Business" (May 19), 
seem to me to unit a main 
element in the Microsoft 
antitrust picture. The leader 
says it is not obvious that 
the consumer suffers from 
Microsoft’s attempt to 
squeeze out Netscape and 
that there is nothing to pre- 
vent anyone with a superior 
product winning back mar- 
ket share. The article quotes 
a similar view: “This is not a 
capital intensive industry, it 
is ideas and the human intel- 
lect Nobody has a monopoly 
on that least of all Micro- 
soft" 

Microsoft’s success, how- 
ever, is not based essentially 
on ideas and intellect but on 
the well-known history of 
accidents involving the IBM 
PC. A principal source of its 
income is the licensing of 
the PC operating system to 
computer manufacturers and 
individual users. 

If Apple or Netscape, say. 
has a good idea, it cannot be 
patented. Anyone with suffi- 
cient programming 
resources can mimic the new 


product No ideas or intellect 
are necessary for that only 
the assured revenue stream 
Microsoft has. The prime 
question then is not whether 
Microsoft will please the cus- 
tomer, or stifle new ideas, 
but whether, because of its 
accidental quasi -monopolis- 
tic position, it can mimic 
and profit from the ideas of 
others, and deprive those 
others of reward. 

And, if unchecked, then of 
course there would eventu- 
ally be a drying up of ideas 
too. The quotation from the 
regulator thus seems abun- 
dantly justified: “We should 
stop companies using their 
market power to basically 
tip the playing field in their 
direction." 

Walter Stanners, 

49b Fen End, 

Over, 

Cambridge CB4 5NE. UK 

From Mr Bruce Page. 

Sir, There is much talk of 
“innovation" in the context 
of the US Justice Depart- 
ment’s antitrust suit against 
Microsoft Making a proper 
list of computing innova- 
tions would be quite a task. 


But here is a list of some 
obvious majors: 

• UNIX, Pascal, BASIC. C 
in its various dialects, Java, 
PostScript. The Intel and 
Motorola microprocessor 
designs. The internet, the 
world wide web, client- 
server structures, the 
WIMPs interface, relational 
database design, object- 
oriented development 
systems. Mathematics, 
Adobe Illustrator. 
QuarkXPress/PageMaker. 
Supercalc, but perhaps more 
decisively the first Lotus 
spreadsheets. 

The innovators concerned 
make a various list AT&T, 
Nlklaus Wirth, Dartmouth 
College, Sun, Adobe 
Systems. Intel & Motorola 
(obviously), Xerox, Apple. 
IBM, Lotus, Quark, Aldus (as 
was). Wolfram Research. 

1 would include David Pot- 
ter’s invention of the hand- 
held computer (Psion). 

Can anyone provide a list 
that includes any similarly 
significant innovations from 
Microsoft? 

Bruce Page. 

32 Lauderdale Tower, 

London EC2Y 8 BY. UK 


Representation must not swamp WTO 


From Mr John Raven. 

Sir, The call by President 
Clinton for a new business, 
labour, environmental and 
consumer forum to confer 
with the World Trade Organ- 
isation (“Clinton urges new. 
faster trade round". May 19) 
may be sound to principle 
but will need careful han- 
dling In practice. 

Much business representa- 
tion is still carried on by 
what are essentially 19th 

century associations and 

federations, acting in isola- 
tion and dependent on for- 
mal committees, meeting at 
infrequent intervals. 

There are numerous 
international bodies, includ- 
ing our own, reflecting the 
views and the interests of 
service sectors, but. there are 
hardly any similar organisa- 
tions for 'our customers In 


manufacturing and trading 
sectors. 

Real power and propulsion 
behind world trade, which is 
what the WTO surely needs 
to access, lies mainly with a 
small number of chief execu- 
tives who tend to delegate 
service on trade organisa- 
tions to less Occupied adju- 
tants. 

The general impression is 
that global commerce will 
need to review and reform 
its rep r es e ntative resources 
if it is not to swamp and dog 
essential WTO activity with 
what could be overlapping, if 
not competing, claims for 
the organisation’s consulta- 
tive attention. 

The International Cham- 
ber of Commerce mi g F it be a 
useful catalyst for represen- 
tational reform, particularly 
if it could focus a consensual 


WTO interface for, and with, 
other, more specialised inter- 
national institutions. 

There would stffl be the 
wid er problem of coping 
with all the other commu- 
nity interests swept up in 
the proposed for um. 

The World Trade Organi- 
sation has very limited cash 
and staff. Making and main- 
taining links with a large 
number of organisations, of 
very varied efficiency and 
value, could force a serious 
distraction from the primary 
task of substantive trade lib- 
eralisation. 

John Raven, 

director-general. 
International Express 
Carriers Conference, 

Rue Joseph n, 

8-1000 Brussels, 

Belgium 


Magnet for 
corruption 

From Mr Patrick J. Wye. 

Sir. The discussion of debt 
relief in your letters column 
(May 15) should not ignore 
the ever-present element of 
corruption that led to the 
debt to the first place. With- 
out determined, efforts by 
debtor countries to rule out 
the misuse of loans and aid 
funds, any relief will be 
required again in future 
years. 

The flow of funds through 
state bands Is a magnet for 
corruption that can start 
even at the point of conver- 
sion. It is a sad fact that the 
candidates for debt relief are 
also candidates far the mar- 
keting of private banking 
services. Many sucb coun- 
tries would not require debt 
relief if their leaders repatri- 
ated the contents of offshore 
bank accounts. 

Patrick J. Wye, 

1619 Valecroft Avenue, 

Westlake Village, 

California 91361, 

US 


A better use 
of talents 

From Mr David Kbmersley. 

Sir. India has plenty of 
local talent It is one of the 
few countries where Water- 
Aid does not use expatriate 
staff to manage its projects 
with local partners. 

Yet anecdotal evidence 
says that there is hardly a 
municipal water supply in 
this vast country that oper- 
ates reliably and consis- 
tently for its users 24 hours 
a day. 

Improving the situation, 
and adding much more sani- 
tation service and health 
education, would be a much 
better show of India's talents 
than wiaMr^g bombs. 

With their nuclear tests 
they are shutting doors that 
they need to keep open. 

David Kinnersley, 

Water Aid council member, 
111 Church Street 
Chesham, 

Bucks HP5 UD, UK 
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Securing 
the union 



A window of opportunity? 

Microsoft is not so much wicked, as the superbly 
successful implementer of strategies that every 
modem business seeks to follow, argues Peter Martin 


For the first time, in the 
agreement on which both parts of 
Ireland vote tomorrow, the Irish 
people will solemnly accept that 
sovereignty in Northern Ireland 
cannot be transferred without 
the consent of the majority of its 
people. The fringe groups that 
reject this will be marginalised as 
never before, and will lack the 
legitimacy which has facilitated 
IRA recruitment up to now. 

This acceptance of the right of 
the majority in Northern Ireland 
to decide, irrespective of its con- 
fessional composition, is central 
to the unionists' cause. They, of 
all people, cannot afford to say 
Friday's vote will be invalid if it 
comprises a majority of only one 
community and a minority of the 
other. Once you say that, you 
cannot expect the nationalist 
minority to abide by the majority 
decision to maintain the union. 

In addition, the agreement 
ends direct rule. For the first 
time in 24 years Northern Ireland 
wfll be governed by its elected 
representatives. Yet many union- 
ists are anxious about it. 

The agreement does not. as 
some of them assert, give Dublin 
power over Northern Ireland. Nor 
does it dismantle the Royal 
Ulster Constabulary. 

But it does provide for political 
prisoners to be released within 
two years, “should the circum- 
stances allow it". This is offen- 
sive to the victims, and prompts 
fears of further atrocities. And 
voters' attention has been drawn 
to this point by the crass decision 
of both governments to release 
notorious murderers on parole to 
attend party conferences. 

Yet most of these men would 
not stay in prison much longer 
anyway: and those “affiliated to 
organisations which have not 
established or are not maintain- 
ing a complete and unequivocal 
ceasefire" will not benefit. 


The US, like every other 
industrialised nation, has a pen-.. 
sion problem. The federal govern- 
ment budget surpluses that the 
US is about to enjoy would not be 
there but for the social security 
trust fund - a mountain ot Trea- 
sury securities which in theory is 
there to pre-fund the US’s pen- 
sion system but in practice is 
paying for other existing govern- 
ment programmes. 

To fund its social security pen- 
sions. the US therefore faces a 
significant rise of about a quarter 
in payroll taxes in a deeply lax- 
resistant society. Alternatively, it 
will need to introduce cuts of the 
same order in what is clearly the 
US's most popular social pro- 
gramme. Hence President Bill 
Clinton's call earlier this year to 
set the projected budget sur- 
pluses aside until a plan has been 
worked out to “save” social secu- 
rity. 

This week's report from the 
privately organised, bi-partisan 
National Commission on Retire- 
ment Policy is arguably the most 
sophisticated attempt so far to do 
that 

Its complex. Intermeshing pro- 
posals include rebating 2 per cent 
of tbe current payroll tax for 


President Suharto is becoming 
increasingly isolated in his con- 
frontation. with Indonesia’s stu- 
dents. While they are demanding 
his immediate exit followed by 
political reform. Mr Suharto 
wants reform and general elec- 
tions before he goes. With the 
parliamentary faction of the rul- 
ing Golkar party effectively sid- 
ing with the students last night, 
it looks as though Mr Suharto 
must be the one to give ground. 

The sooner he does, the better. 
Jakarta may have been spared 
another bout of murderous vio- 
lence yesterday, but it remains a 
tinderbox. Tempers will not calm 
while he remains In office. A 
transition under his own supervi- 
sion will not bring the peace he 
promises, because so few people 
trust what he says. His pledge to 
resign is worth little without 
even a timetable. The danger is 
that be would try to spin out Lhe 
reform process as long as be can. 

Yet if his speedy departure is 
p+wntfol to the solution of Indon- 
esia's problems, it is only part oT 
that solution. The other impor- 
tant task is to find a new presi- 
dent behind whom the country 
can unite. Urgent thought must 
bo given to this by all concerned. 
Those that want Mr Suharto to 
go quickly must also have a dear 


A more serious worry is that 
former terrorists may join the 
new executive without clearly 
renouncing violence or handing 
in their weapons. 

The test of the agreement says 
the opposite: “Those who hold 
office should use only demo- 
cratic, non-violent means, and 
those who do not should be 
excluded or removed”. Moreover, 
all participants have affirmed 
“their commitment to the total 
disarmament of aH paramilitary 
organisations'', and their inten- 
tion “to use any influence they 
may have to achieve the decom- 
missioning of all paramilitary 
arms within two years”. 

But how seriously can these 
pledges be taken? Sinn Fein still 
refuses to come clean about its 
links with the IRA. Both govern- 
ments previously insisted on 
decommissioning - first before, 
then during the talks - only to 
retreat under pressure. 

Under the agreement, removal 
from office win require a decision 
backed by at least 40 per cent of 
both unionist and nationalist 
members of the assembly. So if 
Sinn Fdin ministers are accused 
of breaking their pledge, every- 
thing will depend on the willing- 1 
ness of more moderate national- 
ists to vote against them. 

Tony Blair last week sought to 
assuage unionis t anxiety on th»« 
point by spelling out criteria for 
clarifying “whether violence has 
genuinely been given up for 
good", and promising to enshrine 
them In legislation. In the end, 
voters must decide for them- 
selves how confident they feel 
that these will work. 

On balance, the hope of peace 
outweighs the dangers. Unionists 
can hardly expect a more secure 
future if they vote No. If they 
vote Yes they cannot be sure of 
one, but the chances are surely 
very much better. 


order genuinely to pre-fund part 
Df future pensions. Future .costs 
would be reduced by further 
extending a planned increase in 
retirement age so that it reaches 
70 by 2029. and then rises further 
to match greater longevity. A 
string of other measures would 
also reduce future costs while, it 
is hoped, boosting private saving. 
The considerable transition costs, 
the commission calculates, 
should be covered by the pro- 
jected budget surpluses. 

In other words, the commission 
mixes cuts in the future cost of 
the system with a measure of 
pre-funding, and faith that the 
budget surpluses will materialise. 

Some such mixture seems the 
inevitable reform, though 
whether Americans, and particu- 
larly manual workers, will see a 
retirement age of 70 as the “sav- 
ing” of social security may be 
another matter. 

There are plenty of alternative 
combinations, including other 
forms of pre-funding and some 
increase in the payroll tax of 12.4 
per cent which the commission's 
proposals are framed to keep con- 
stant. Tbe debate Mr Clinton 
sought is. however, starting to 
gel. and tbe commission's report 
provides a framework for devel- 
oping it 


view of the election process that 

should follow and set that pro- 
cess in train immediately. 

Too many questions remain 
unanswered. Is there to be a care- 
taker administration? If so, who 
will ran it? Is there to be a con- 
tested presidential election? If so, 
can it be conducted by a narrow 
electoral college stuffed with Mr 
Suharto’s erstwhile supporters in 

parliament and the military? 

Many may have turned against 
him. but they are still not fully 
representative of the people. 

Economic confidence cannot 
recover without a clear and 
defined transition plan, nor can 
Indonesia begin receiving the 
massive' aid it needs to relieve 
the cruel hardship facing Its 
people. 

Hitherto tbe armed forces were 
expected to write the transition 
script, but the past few days have 
shown its leaders to be weak, 
divided and fumbling, while the 
influence of civilian politicians 
like Amien Rais, the Moslem 
intellectual, has Increased. 

StiH the armed forces remain 
the only institution in Indonesia 
remotely capable of overseeing 
an orderly transition. If Indon- 
esia is to avoid a descent into 
chaos, its generals must summon 
up the determination to do so. 


T he search for monopoly 
lies at the heart of busi- 
ness practice. It is easy 
to miss this truth - but 
to do SO risks it>i<am fii»rs femrilwg 
the biggest competition case for 
20 years, the US justice depart- 
ment's suit against Microsoft. 

In a fully competitive market, 
companies can achieve only “nor 
mal” retains - that is, the risk- 
free rate plus some appropriate 
adjustment for the riskiness of 
the business. That may be what 
investors and executives end up 
with - through the iron working 
of market forces - but it is not 
what they would like. When busi- 
ness people plan their activities, 
they seek significantly higher 
returns, and that almost always 
means achieving some degree of 
monopoly power, either over 
resources or markets. 

There is nothing new about 
this. Much of the success of mod- 
ern economies lies in the way 
they have channelled that desire 
into acceptable forms. In the 
early days of capitalism, the 
search for monopoly took a much 
more heavy-handed form: busi- 
ness enterprises sought formal 
grants of monopoly from tbe gov- 
ernment or banded together in 
cartels, guilds or associations to 
impose a collective monopoly on 
their customers. 

In 1875. Franklin Gowen, the 
president of the Reading Rail- 
road. defended his company 
against price- fixing accusations 
by arguing that everyone was at 
it He told the Pennsylvania state 
legislature: “Every pound of rope 
we buy for our vessels or for our 
mines is bought at a price fixed 
by a committee of the rope manu- 
facturers of the United States. 
Iron beams for your houses or 
your bridges can be bad only at 
the prices agreed upon by a com- 
bination of those who produce 
them. Every pane of window 
glaAjt in this house was bought at 
a scale of prices established 
exactly in the same manner." 

The advent of liberal govern- 
ments and economic theory has 
gradually closed off this type of 
monopoly. But modem market- 
ing provided a less harmful alter- 
native: tbe creation of brands 
(which confer on their owners a 
bruited form of monopoly power) 
and the control of distribution. 
These weapons have since been 
supplemented by technology, 
wuPprs innovation and product 
differentiation, and the manipuk- 


Cowger takes 
the wheel 

Gary Cowger, chairman ft waiting 
of Adam Opel, may be a snazzy 
> new model on the autobahn, but 
for General Motors at large he is 
very much the tried and tested, 
high-performance roadster. 

The no-nonsense 51-year-old 
American, who was yesterday 
named as head of GM’s German 
subsidiary, won his stripes rim rang 
operations in Mexico, one of the 
US auto giant's biggest foreign 
outposts, where he won GM the 
local market leadership. 

Cowger hit foe road to foe top In 
the early 1990s as head of GM's 
advanced manufacturing 
operations: in those not-so-far-off 
days, words Ike "lean” and 
“flexible" - then as now pi Bars of 
his vocabulary - were still viewed 
with suspicion ft the world's 
biggest car company. 

GM insiders knew that 
something was afoot when 
Cowger, who has a reputation as a 
troubleshooter and a production 
whiz, transferred to Zurich earlier 
this year to become head of 
manufacturing at GM Europe. 
Cowger Is one of a coterie of top 
executives with a direct line to 
Jack Smith, GM’s genial chairman. 

The worker representatives on 
OpeTs supervisory board harbour 
less warm feelings towards him. 
They raised such a stink in March 
when rumours surfaced that 
Cowger would replace David 
Herman, OpeTs sharp boss, that 


tion of proprietary standards. 

These are precisely the issues 
at stake in the Microsoft case. 
instead of regarding Microsoft as 
innately wicked, we should see it 
merely as the superbly successful 
implementer of the strategies 
that every modem business seeks 
to follow. By establishing stan- 
dards, Microsoft achieves market 
influence: by continuously 
adding features to its core prod- 
ucts. it seeks to preserve their 
dominance; and by its control of 
branding and distribution rela- 
tionships, it hopes to protect 
itself against potential rivals. 

So why is the government mak- 
ing such a fuss? Partly because 
Microsoft has some very vocal 
enemies: partly because the com- 
pany takes few prisoners in its 
business dealings: but mainly 
because of fears about the future. 
Although the justice depart- 
ment's suit relies on evidence 
from the recent past, the accom- 
panying rhetoric is relentlessly 
forward-looking. 

Janet Reno, tbe US attorney- 
general, said when launching the 
case: “The internet is an 
immensely popular medium for 
communication, commerce, mid 
foe information flow of tbe 21st 
century. No firm should be per- 
mitted to use its monopoly power 
to develop a chokehold on the 
browser software needed to 
access the internet" 

And Joel Klein, head of the 
antitrust division, said: “Inven- 
tors and investors cannot and 
wfll not develop and market inno- 
vative software programs if they 
know that Microsoft can use its 
Windows monopoly to block the 
distribution of their programs 
and to force consumers to buy 
Microsoft’s competing products.” 

In short, the risks lie ahead - 
and Microsoft's past behaviour is 
relevant mostly because of the 
glimpse It provides of Its likely 
behaviour in future. Without 
such a perceived threat the case 
would be absurd overkill. 

Microsoft’s response is also 
largely about the future. If the 
suit succeeds, the government 
will be setting itself up to control 
the design of software, it argues. 
“This suit is all about Microsoft's 
right to innovate on behalf of 


GM was persuaded to put the 
move on hold until passions had 
cooled. 

Only time will tell whether 
ROsselsheftn, OpeTs home town, is 
faUy reconciled to life with Cowger. 

MoF gets its man 

japan has at last been forced to 
admit that it wait get Its Financial 
Supervision Agency up and 
running by the June 1 deadline. 

The shenanigans over the 
country's attempts to boost the 
credibility of its banking regulation 
intensified this week after 
Japanese newspapers proudly 
announced that someone had 
finally been found to head the new 
agency - a certain Masaharu Hino. 
head Of the Nagoya pubfic 
prosecutor's office. 

Whether the 62-year-old Hino 
knows anything about banking is 
unclear. He does have the 
advantage of not being a financial 
bureaucrat - so he is untainted by 
recent corruption scandals. 

The appointment brought 
protests from sections of the ruflng 
Liberal Democratic party, some of 
whom were heard to mutter that 
Hfto’s name might have been 
leaked by the Ministry of Finance, 
which wanted a suitably toothless 
candidate who would not curb Its 
own power. 

The MoF says this Is nonsense, 
and insists it wasn't consulted on 
the appointment Either way, the 
LDP yesterday grudgingly agreed 
to back Hino but cased for “tighter 
information contraT in future. 


consumers, tbe right to integrate 
new technologies into the operat- 
ing systems as they develop.” 
said Bill Gates on Monday. “I 
think the lawsuit specifically 
speaks to Windows 98, but the 
principles they have in mind 
would stop all advances in all 
forms of Windows.” 

Behind both these views of the 
futur e lies the question of how to 
deal with the enormous market 
power created by ownership of de 
facto standards. In a world in 
which these are increasingly 
important, what can be done to 
ensure that the holder of a stan- 
dard is permanently constrained 
by competition: potential compe- 
tition within its area of domi- 
nance, and actual competition in 
adjacent areas into whicb it 
spgks to extend its dominance? 


To Microsoft, today’s 
success is 
essentially transient; 

what counts is 
victory in the more 
threatening future 


Today's standards - such as 
the Windows interlace - are dif- 
ferent from the fully proprietary 
ones of the past IBM’s previous 
dominance rested on a set of 
hardware and software standards 
that it owned and did not share 
fully with outsiders. Building a 
product that worked with this 
standard required reverse-engi- 
neering IBM’s code. Occasionally, 
incautious competitors stepped 
over tbe line into full-scale espio- 
nage. Either way, the task was 
difficult and legally fraught, 
Customers will not buy propri- 
etary standards any more - they 
know they end up paying too 
much for them in tbe end. 
Instead, today's computing busi- 
ness relies on semi-open stan- 
dards: they are open in tbe sense 
that anyone can write programs 
ox hardware that works with 
them, and they can be cloned 
much more easily than the pro- 


lyl aan white, the MoF says the 
launch of the new body wfll be 
■delayed" by at least three weeks. 
Let's hope all the fuss doesn’t give 
Hino cold feet 

Tax table 

Record results at Toyota last year 
meant that the carmaker was the 
biggest tax contributor in Japan, 
pushing the Bank of Japan into 
second place. 

In some countries, the Idea of 
the central Bank paying tax at all 
might appear a odd, but the BoJ is 
almost 50 per cent privately 
owned. 

Its success has been enhanced 
by a neat bit of accounting. Since 
it launched Its repurchase market 
In November last year. It has been 
double-oounting repo operations 
so that they are technically not 
“traded”. Hey presto! No securities 
transaction tax. And no trouble 
from the Ministry of Finance. 

The bank won’t be too upset 
about being knocked off the top of 
foe taxpaying league - especially if 
it means less intense scrutiny of 
how afl the figures add up. 

Brought to heel 

It Isn’t just Netscape which feels 
the bruises of tangling with 
Microsoft. The US software giant 
has made quite an Impression on 
Check Point Software, a small 
Israsfl high-tech company that 
dominates the world market for 
network security products. 

In Israel last month, Microsoft 


prietary standards of tbe past. 
The standard -setters today - 
such as Microsoft and Intel - rely 
not on ownership of a closed set 
of secrets, but on branding, con- 
tinuous product development and 
tight contracts. 

In other words, they are taking 
the same approach that all weO- 
ron companies have pursued 
since the death of formal cartels. 
What makes tMi case different, 
and what makes Microsoft and 
Intel so staggeringly successful, 
is the “tipping effect" which 
occurs when a standard estab- 
lishes itself. Once the VHS video- 
cassette standard established a 
clear lead over the Betamax for- 
mat, it soon became the only one 
in general use. Once audio cas- 
settes established themselves, 
eight-track stereo was doomed. 
Once Windows became the single 
most important personal com- 
puter operating system, it soon 
became the only significant one. 

But if Microsoft sat still, rival 
systems would appear, cloning 
Windows' best features and 
adding additional advantages. 
Arguably, that is what Windows 
itself did to Apple's Macintosh. 
What counts in preserving Micro- 
soft’s monopoly is not the inher- 
ent features of the product, but 
the way Microsoft exploits its 
dominance - bringing out a new 
version every couple of years, 
continuously upgrading it in 
unpredictable ways, using Its cur- 
rent market power to forge con- 
tractual relationships to extend 
that power into the future. 

Microsoft and Intel are very dif- 
ferent companies. But they share 
one trait: institutionalised para- 
noia. To Microsoft today’s suc- 
cess is essentially transient; what 
counts is victory in the infinitely 
more threatening future. Using 
today’s market position to ensure 
future success is an instinctive 
reflex. A monopoly produced by a 
tipping effect is fundamentally 
fragile: the next time round, you 
could be as easily tipped against 
as tipping. It must therefore be 
reinforced by every means possi- 
ble. If anything, you have to try 
harder, compete more ruthlessly, 
exploit every opportunity in mar- 
keting, branding, line-extensions 
and contractual negotiations. 


executive vice-president Steve 
BaRmer publicly invited Check 
Point to “compete or co-operate" 
with Bill Gates's empire in the 
network security niche. 

Check Point fumbled for a 
response. Investors saw a three!. 
And even as Check Point reported 
record results. Its Nasdaq-listed 
shares plummeted from $42% on 
April 21 to $284 in early May, 
wiping about one-third off Its 
$1.5bn market cap. 

Last week, Ballmer apologised to 
GH Shwed, Check Point's 
20-something chief executive, and 
it took just one phone call for the 
two companies to tie up a strategic 
partnership. Shwed isn’t giving 
chapter and verse but is telling the 
local media: “We are going to 
co-operate. We’re happy to 
co-operate." 

The purpose of the partnership? 
To promote Windows NT - 
Microsoft's "platform” for network 
security. Sounds better than 
competing. 

Euro welcome 

Another sage of the markets has 
come out ft favour of the 
European single currency: Fidel 
Castro, Cuba's unreconstructed 
communist boss. 

It turns out that his endorsement, 
delivered at the World Trade 
Organisation shindig in Geneva, 
was more an attack on the 
almighty dollar than pure 
admiration for Its yat-to-be-minted 
rival. With friends like that who 
needs the British Conservatives? 


Tbe justice department's view, 
buttressed by decades of case 
law. is that once you are a 
monopoly, you have to ease off. 
behave better, cut the opposition 
a bit of slack. This is not a view 
that is likely to appeal to Bill 
Gates. The failure of the weekend 
talks to reach a compromise was 
therefore inevitable. 

Mr Klein stresses that the suit 
a gains t Microsoft is about “con- 
tracts not code". In other words, 
it is about Microsoft's behaviour, 
not its use of technology. Since 
Microsoft undoubtedly exploits 
its negotiating leverage to the 
full, this may well be a fruitful 
line of attack. But since Microsoft 
is merely doing what every' com- 
pany seeks to achieve, the case 
rests heavily on the assumption 
that monopoly - even when 
fairly earned - confers obliga- 
tions of behaviour. As Newt 
Gingrich, Speaker of the House of 
Representatives, said: “The prac- 
tices that made perfect sense 
when Microsoft was a $3bn com- 
pany don't make sense when 
they’re as big as they are now. 
They need to ... be more sophisti- 
cated about their role.” 

Even if every word of the jus- 
tice department’s suit stands up 
in court, there is a world of dif- 
ference between the behaviour of 
which Microsoft is accused and 
the routine market -rigging 
described by Fr anklin Gowen or 
the depredations of Standard 
Oil's John D. Rockefeller. But 
precisely because Microsoft's 
behaviour is tbe logical extension 
of standard business practices, 
the suit is relevant to other com- 
panies and markets. Products 
increasingly form part of interde- 
pendent systems, where de facto 
standards rule. Businesses based 
on the exploitation of intellectual 
property involve complex mar- 
keting relationships and strategic 
alliances, with tightly drafted 
contracts. Tipping effects are 
widespread. Continuous innova- 
tion and brand extension are part 
of every manager’s tool-kit. 

The Microsoft case sets two dif- 
ferent views of business against 
each other. One of these calls for 
restraint by the holders of tempo- 
rary monopolies; the other sees 
the struggle for competitive 
advantage as benign and auto- 
matically corrected if abused. 
Microsoft is not a comfortable 
competitor. But is comfortable 
competition what we want? 
peter.martm.aft.com 



100 years ago 


Trouble In The Mines 
At a meeting of the Pilbarra 
Gold Mines to be held on 
Monday next, it will be 
proposed that the Company be 
wound up voluntarily. The 
Committee of Inquiry reports 
that the Directors went to 
allotment with an absurdly 
inadequate provision of working 
capital, and proposes that they 
be censured for their conduct in 
so doing, and also for not 
enforcing a guarantee which 
they held from the Finance 
Corporation of Western 
Australia. The Pilbarra United is 

one of a number of companies 
intricately associated with that 
extremely unsatisfactory 
concern. 

50 years ago 

More Aid For Japan 
Melbourne. May 20. The Prime 
Minister, Mr. Ghiftey, to-day 
expressed his agreement with 
the report ot the group of 
leading American business men, 
led by Mr. Percy H. Johnson, 
which, after investigation of foe 
economic situation in Japan, 
recommended more active 
measures to restore Japanese 
industry. Mr. Chifley agreed with 
the committee that Japan's 
productive capacity should be 
substantiaBy Increased to enable 
her volume of trade to be 
substantially multiplied eight or 
nine times. 


US pensions 
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Nissan’s nadir 


Nissan is in a grave state. A second profit 
warning in six weeks, signalling its fifth 
loss in six years, is accompanied by an 
appropriately dramatic restructuring plan 
tbat has little chance of success. In fact, it 
is probably time to start waving goodbye 
to Japan's second biggest automotive 
group as its Independence is now looking 
unsustainable. Such losses, particularly in 
the US where they have soared to Y80bn 
from the Y45bn forecast In mid-April, may 
put Nissan's rescue beyond the financial 
reach of its already straitened Fuyo keir- 
etsu. 

At the heart of Nissan's troubles is its 
growing debt pile, now Y2,500bn. Without 
the cash to develop attractive new models 
in last-growing segments, such as recre- 
ational vehicles, meeting market share 
targets has involved heavy discounting on 
Nissan's dull and unfashionable sedans. 
Ditching these targets and focusing on 
profitability is a start. And reducing debt 
through selling cross-shareholdings and 
real estate will help too. However, with so 
much unconsolidated debt finked to its 
suppliers, the real picture is probably 
even worse. 

With Nissan Diesel up for sale and 
Mazda basically in Ford's grasp, hostility 
to foreign ownership is waning. But the 
hidden liabilities could deter acquisitive 
western auto groups. Nevertheless, if 
greater balance sheet clarity emerges, a 
bold move by DaimlerChrysler or Volks- 
wagen is not inconceivable. 

Valuing synergies 

Each time another huge all-share 
merger breaks, investors attempt to gauge 
how much value is being created. The 
quick and dirty way of doing this is to use 
management's estimate of the synergies - 
$lbn for Citigroup or S3bn at Daimler- 
Chrysler - subtract tax and multiply by 
the expected price/eamings ratio of the 
blended group. 

But this is almost always too generous, 
because the quality of these extra earn- 
ings is usually inferior to those of the 
base business. One reason is that the bulk 
of such synergies are typically cost 
savings. While these can be quantified 
with reasonable certainty, they are 
unlikely to grow very fast At best the 
savings might grow In line with inflation. 
At worst, cost advantages could be 
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quickly eroded as competitors engage in 
copy-cat mergers; that is especially so in 
consolidating industries Uke banking or 
drugs. 

There are two other caveats on the cost 
side. First sometimes the figure manage- 
ments give for savings include costs 
which could have been cut without any 
merger. Second, investors should not for- 
get to subtract any exceptional merger 
costs from their estimate of created value. 
Managements often hope that these will 
just slip under the faw* 

What about revenue synergies like 
cross-selling benefits? Here the issues are 
almost exactly the opposite. Such gains 
promise higher growth than cost-cutting, 
but they are also much less certain. Again 
valuing them with the two companies' 
blended p/e ratio is too generous. 

There is dearly no single multiple that 
can be applied as a magic formula. The 
nature of the synergies needs to be exam- 
ined in each case. But a reasonable first 
stab is to assume that the sy nerg y bene- 
fits last forever but do not grow. If that 
income stream is then discounted by a 
typical cost of capital - say 7-10 per cent - 
the right p/e multiple is 10-14. 


Credit Lyonnais 


If the French government wanted to sal- 
vage as much as possible of the FFd2Sbn 
state aid sucked Into Credit Lyonnais, It 
would not be worried about preserving 
the bank's Independence. Credit Lyonnais 
is still one of France's leading hanks and, 
with bad debts hived off and profits recov- 
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Europe today 

The southern half of Scandinavia 
wiH be cooler and more unsettled 
than recently, with a threat of 
showers. France, Switzerland and 
Italy will be hot with long sunny 
periods and isolated showers. The 
Low Countries. Germany and 
Austria wlH have some sunshine, 
but it will be cooler with same 
showers. Spam and Portugal wiH 
continue to have scattered 
afternoon thundery showers. 
Greece will be mainly dry and 
settled. The Balkans wBI be 
thundery. 

Five-day forecast 
The Iberian peninsula wtil remain 
changeable, with scattered 
thundery showers, although many 
coastal resorts will be dry. The 
showers will continue across the 
Balkans, and there win also be 
showers over Italy during the 
weekend. North-east Europe wffl 
have rain at times, but the 
north-west will be fine and settled. 
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US trade deficit hits record 
level as Asian crisis bites 


ering, it should be a tempting target for 
two types oF Udder. The first would be 
domestic players, such as Sodite Gener- 
ate and Banque Nationale de Paris, both 
recently thwarted in the bidding far C3C. 
The second would be foreign banks with 
euro-zone ambitions: Deutsche Bank, ABN 
Amro or Lloyds TSB might be among 
those casting an eye over it A hotly con- 
tested auction would provide the best 
channw of topping the current top-of-the- 
range valuation of FFrtSObn-FFrSSbn for 
Credit Lyonnais. 

The favoured plan, however, is to pro- 
tect the bank's independence by selling a 
few minority stakes to non-predatory part- 
ners - such as Allianz, the German 
insurer - and floating the rest This 
avoids two unpalatable political out- 
comes: jobs being cut by a rationalising 
domestic acquirer and a big French name 
fafimg under foreign control 

But this plan contributes nothing to a 
restructuring of French banking that 
would help the sector prepare for Intensi- 
fied cross-border competition under mone- 
tary union. An industrial opportunity is 
being misagri, as well as a chance to max- 
imise returns to taxpayers. 

BoNY/Mellon 

Mellon Bank's investors may own the 
company, but in the minds of its manage- 
ment they are clearly not fit to decide its 
future. Bank of New York's $24bn take- 
over proposal should have been put to a 
shareholder vote. It was a bona fide offer, 
at a 25 per cent premium to the share 
price. According to BoNY, 99 per cent of 
the investors it questioned, speaking for 
30 per coni of Mellon's shares, were in 
favour of the takeover. But Mellon's board 
repeatedly rejected it out of band, eventu- 
ally forcing BoNY, which wanted a 
friendly deal, to withdraw. 

Nor can angry investors do much now. 
Mellon Is Incorporated in Pennsylvania, 
which has probably the worst banking 
laws and takeover statutes in the US. Mel- 
lon shareholders cannot call an extraordi- 
nary general meeting anil even at the 
annnal meet ing - the next one is in April 
1999 - they can only dismiss a third of the 
board at a time. Having been so compre- 
hensively disenfranchised, they should 
now vote with their feet and sell the 
stock. 


By Gerard Baker in Washington 

The US trade deficit widened in 
March to a record monthly level as 
the Asian economic crisis bit deeper 
than ever into the country’s manu- 
facturing sector. 

The deficit in goods and services 
was a seasonally adjusted Sl3bn in 
March, the Commerce Department 
reported yesterday, bringing the gap 
for the first three months of the year 
to a cumulative $36Bbn, an increase 
of 26 per emit on the same period 
last year. 

The report was the clearest evi- 
dence yet that the combined effect of 
the declining demand In Asia and a 
surging US dollar is producing a 
sharp deterioration in the US trade 
position that is likely to slow the 
recent rapid pace of economic 
growth. 

Total exports of goods and services 
rose by 1.7 per cent in March from a 
year earlier to $79.4bn, but exports 
to the P acific- Bam countries dropped 
by 15 per cent. Similarly, overall 
imparts were up by 7.6 per cent to 
sag_4hn, but imports foom Asia rose 


by 11 per cent As a result, the mer- 
chandise trade balance with the 
Pacific Rim leapt by 78 per. cent on a 
year earlier to $l2.1bn. 

Most economists agreed the scale 
of deterioration in the trade account 
signified slower growth for the econ- 
omy over tiie rest of 1998. 

Charlene Barshevsky, US trade 
represe n t ati ve, said the sharp rise in 
the trade gap highlighted economic 
growth, which sucked In imports, as 
well as the impact of the Asia crisis 
on exports. 

Lost exports and imports substi- 
tuted for domestic output subtracted 
2.2 per cent from gross domestic 
product in the first quarter. How- 
ever, domestic demand, was still 
robust enough to take overall 
growth to L2 per cent 

If, as now seems likely, trade con- 
tinues to take large chunks out of 
domestic output and demand slows, 
overall growth will slip back to a 
more moderate pace. That could 
prevent the Federal Reserve from 
raising interest rates to cool the 
economy. 

Alan Greenspan, Fed chairman. 


has repeatedly said he expects 
growth to slow this year because oT 
the Asian effect On Tuesday, the 
central bank left short-term interest 
rates unchanged, reflecting this con- 
fidence. 

Yesterday’s figures revealed a 
sharp increase in the already large 
US merchandise trade deficits with 
Japan - up 23 per cent on a year 
earlier to SSBbn - and China - up 
45 per cent to $3Bbn. 

But there was also a steep deterio- 
ration in the balance of trade with 
the European Union - the deficit for 
the first three months of the year 
trebled to gl.Tbn from the same 
period a year before. 

The overall deficit In goods rose to 
$2&2bn In March. But the surplus on 
services continued to rise, to $7-2bn. 

This improvement on the services 
account has prevented the overall 
trade deficit sliding deep into the red 
over the past few years. But there 
were some suggestions that the 
trade gap could widen further in the 
□ext few months. 

Japanese trading. Page 15 


Security of euro threatened 
by theft of hologram design 


By Robert Graham in Paris 
and Wotfgaog HSnchan in London 

French and German investigators 
are trying to track down a French- 
made hologram design, intended to 
deter counterfeiting of the European 
Union's single currency. , 

The unique hologram disappeared 
somewhere between Paris and 
Munich last week, to the embarrass- 
ment of European governments and 
the bafflement of central bankers. 

The EU may have to change the 
design of its high-denomination euro 
banknotes - due to be issued in 2002 
- following the loss of the hologram, 
which disappeared on Its way to be 
tested by a high-security printing 
firm near Nuremberg. 

Neither the special counterfeit 
money department of the French 
police force dot the state criminal 
investigator in Munich would com- 
ment on the case yesterday. 

The European Monetary Institute, 
the Frankfurt -based forerunner of 
the future European Central Bank, 
said the hologram's disappearance 
would not affect the safety or 


production of euro banknotes. 

“We don't want to second guess 
anything until we have received a 
full police report," said the Emi “All 
we know is tbat it has disappeared.” 

Mislaying an important security 
feature of the future currency has 
damped celebrations tbat sur- 
rounded the minting of the first euro 
coins, near Bordeaux in France, last 
week. 

Officials have always worried 
about the counterfeiting of euro 
notes, which will start to be circu- 
lated with the coins by July 2002. 

Officials in Paris said that the loss 
bore the hallmarks of a well organ- 
ised theft as only an expert would 
understand the significance of the 
hologram In the note-printing pro- 
cess. 

The hologram, produced by a 
small business in the Paris region, 
disappeared on May 12 after being 
taken to be loaded on to an Air 
France flight at Roissy airport by 
Brink's, a security company. Brink’s 
yesterday refused to comment on the 
fate of the vital package which 
weighed less than a kilo. But it 


appeared the hologram had been doe 
to go unaccompanied in the hold an 
flight AF-2522. 

Air France said yesterday it was 
the intended carrier of the hologram 
and added that it had lodged a com- 
plaint with the air transport police 
about the disappearance of the pack- 
age. 

One EU monetary official 
described the disappearance as "star- 
tling” and pointed out tbat such an 
Important document should have 
been accompanied by security 
guards - not just delivered and met 
at the other end. 

The hologram was due for testing 
at Leonhard Kura, a southern Ger- 
man high-security printer and foil 
maker, based near Nuremberg. Kura 
yesterday referred all inquiries to 
the FmL 

It is understood Kura was due to 
mount the hologram on to foils 
which would be used in the test 
phase of the printing of the euro. 

The Germans have the most 
advanced techniques in the use of 
holograms for security in high-de- 
nomination banknotes. 
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Kodak takes fight to Fuji with 
four-year investment in China 

Kodak, the US photo-film maker, is investing $ibn 
in China ova- the next four years in a gamble that 
the world's biggest potential market wiB help fift It 
out of the doldrums. The move also reveals a 
desire to take the fight to Fuji in whet its •in pa n pga 
rival sees as its own backyard. Page 16 

Baht holds key to Bangkok bourse 

. . The share price volstfltty 

Thailand of Thailand's finance 

rtafinsrabasad companies following the 

lm '81*$3 5 ® is F" PacOcasta 9 ovefnmen t takeover of 

rri VtTV* seven troubled financial 

• institutions has investors 

“ YS looking elsewhere In the 

• jo IK market But the Thai 

i 9i \/S market may have a bfg- 

. . ger concern - the baht 

-q-L^ — ■ ,.1., i , Though the baht has 

- M ‘ - been etaUe at just under 
- Bt40 to the US dollar 

recently, many economists believe It may slip 
closer to Bt50 to the dollar. Page 38 

China develops thirst for coffee 

Thousands of cafes have opened In Befng and 
the taste for cappuccino has' become a mark of 
cosmopolitan culture. Though a devoutly tea-drink- 
ing society, the fashion for coffee in prosperous 
urban areas has been enough to multiply the cof- 
fee business in China several times over. Page 28 

Malaysian banks damaged by crisis 

The Malaysian financial crisis has been especially 
damaging to banks. The financial sector is bur- 
dened by domestic foam equivalent to 170 per 
cent of gross domestic product Many financial 
Institutions have set aside large, provisions, drag- 
ging down their bottom lines. Page 16 

Four European markets hit records 

Europe cruised into the Ascension Day hoHday in 
buoyant mood with bourses In Brussels. Frankfurt. 
Paris and Vienna recording all-time highs. Page 25 

Car parts makers face consolidation 

Suppliers of car components say Chrysler's 
merger with Daimler-Benz will trigger further oon- 
sofidation in the sector. Many suppliers are under 
cost pressures as carmakers slash purchasing 
budgets and some manufacturers say the deal is 
set to make Efe harder. Rage 21 . 

Bulgaria set to launch eurobond 

Bulgaria is gearing up to launch Its inaugural euro- 
bond, which is expected to have a five year matu- 
rity and raise $250m-$300m. The issue was origi- 
nally planned for last autumn but delayed in the 
aftermath of the Asian crisis. Page 26 

Wider trade gap pushes dollar lower 

An unexpectedly big US trade defieft pushed the 
dollar lower against foe D-mark. whBe the Japa- 
nese yen took comfort from the uneasy calm fol- 
lowing violent proteste in Indonesia. Page 27 


BoNY withdraws $24bn bid for Mellon 


By WKBam Lewis fo Hew York 

Bank of New York yesterday 
withdrew its $24bn hostile 
offer for Mellon Bank, of Pitts- 
burgh, bringing to an end the 
largest-ever unsolicited bid for 
a bank in foe US. 

Amid a welter a£ riiaWng and 
counter-claims, executives at 
BoNY, the US's oldest bank, 
attacked Mellon's management 
for refusing to meet them, to 
discuss foe offer, announced in 
AprQ. 

"Mellon’s refusal to meet 
with us and to have the oppor- 
tunity for a constructive dia- 
logue that would move this 
merger forward is in explica- 


Credit 
Lyonnais 
rescue 
plan is 
cleared 


Executives trade accusations as talks to create sixth largest US bank fail 


ble,” said Thomas Renyi. 

BoNY's chairman and chief 
executive officer. 1 am partic- 
ularly dismayed at Mellon’s 
dismissive and superficial 
treatment of this transaction." 

However, Frank Cahouet, 
Mellon’s president and chief 
executive officer, immediately 
hit fr agk, releasing details of a 
letter he sent BoNY on Tues- 
day which accused Mr Reoyi of 
“persistent propagandising' 1 . 

Mr Cahonet added: "Your 
continued agitation is hannftil 
to Mellon. It is time for you to 
live up to your public state- 


ments, withdraw your offer 
and abandon permanently 
your hostile takeover efforts.” 

In April, Mellon had rejected 
BoNY’s offer, which would 
have created foe sixth largest 
US bank by market capitalisa- 
tion and a global powerhouse 
in several investment manage- 
ment-related businesses. The 
merged bank would have been 
the largest custodian in the 
world, and one of foe largest 
fund managers with $350bn 
i^nriAr management 

BoNY’s hostile approach was 
the latest twist in a long-run- 


ning series of talks between 
the two banks. Negotiations in 
December are said to have bro- 
ken down because of differ- 
ences about who would run 
the combined company. 

On Tuesday afternoon BoNY 
received a letter from Mr 
Cahonet and Mellon’s board 
rejecting Its request to make a 
presentation to them. Yester- 
day mnming BoNY formally 
withdrew its offer. 

BoNY also said yesterday 
that while it was "stffi avail- 
able to engage in productive 
discussions” with Mellon, 


"that is not likely to happen” 
it announced that it intends to 
resume its stock buy-back pro- 
gramme, which under US 
accounting rules makes it 
almost impossible to launch a 
merger of equals bid. 

Nevertheless, BoNY stressed 
that it remained keen to join 
the wave of consolidation 
sweeping the financial services 
industry in the US, "We expect 
continued growth through 
acquisition,'' BoNY said. 

Analysis said that the pecu- 
liar nature of foe long-running 
talks between BoNY and Mel- 


lon meant that BoNY’s deci- 
sion to withdraw its offer was 
unlikely to affect the merger 
momentum In the financial 
services industry. 

Analysts speculated that 
Mellon would attract other 
offers. Mellon said: "We can do 
deals, certainly ... but we will 
do what we want to do." 

In morning trading on Wall 
Street, Mellon's stock price fell 
2.15 per cent or glV* to 368ft. 
BoNY’s stock price increased 
2J3 per cent or 51% to 561W. 
When BoNY launched its bid it 
said it valued each Mellon 
share at $80. 
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By Samer tskaadar in Brussels 
aid Andrew Jack hi Paris 


Karel Van Miert, the European 
Union's competition commis- 
sioner, sent a warning to bank- 
ing regulators yesterday to be 
mare vigilant as the Commis- 
sion cleared a rescue plan far 
Credit Lyonnais, the French 
state-owned bank. 

fit a side-swipe at France’s 
regulatory system, he said: 
"Activities of banks need to be 
controlled in a more efficient 
way to ensure this does not 
happen a gain. Everyone has to 
accept that control [by the 
French treasury and central 
bank] has not been efficient ”■ 

Mr Van Miert said he hoped 
| “control measures will be put 
in place [by national banking 
regulators] to avoid this type 
of enormous slippage”. 

The Commission's, clearance 
of the rescue plan, the biggest 
in European corporate history, 
had been expected after Mr 
Van Miert reached an agree- 
ment last week with Domini- 
que StrauBB-Kahn, French 
finance minister, an conditions 
to be met by the bank. 

These included the disposal 
of FFr680hn (glilbri) of Credit 
i Lyonnais assets, as calculated 
in 1995. Mr Von Miert said the 
accumulated losses of Credit 
Lyonnais were “at : least 
FFrlOObn”. The Commission 
had worked on the assumption 
that aid would total! FFrl25bn, 
but “could go much further”. 

It was ^impossible to value, 
the rotten assets” of the bank. 



Arthur Andersen 
woos Coopers’ 
Brazilian firm 


The European Union's co m panion commissioner Karel Van Mart said yesterday that he hoped raguMora 
would ensure there woirid be no repeat of the situation which led to Crridlt L y o nnais * rescue Picture: Barters 


which were being liquidated 
by the French authorities. 
“The worst assets are those 
that will be sold last” he said, 
warning that this could result 
in a larger aid package than 
currently estimated. The aid 
could amount to as much as 
FFrlOObn, according to some 
Commission estimates. 

The Commission also 
imposed strict monitoring of 
the asset sales and said it 
would not hesitate to re-open 


proceedings if the conditions 
were not met. "We have to be 
informed step by step,” Mr 
Van Miert said “Hiere should 
be no doubt the Commission 
will reopen an investigation if 
it feels the timetable or condi- 
tions are not respected.” 

Credit Lyonnais’ Belgian 
subsidiary would be sold this 
year. The sale of BfG, the Ger- 
man banking subsidiary, 
“could take longer”, Mr Van 
Miert said but be said that “all 


should be finished before Octo- 
ber 1 1999”. 

Mr Strauss-Kahn told the 
French National Assemhly yes- 
terday: “Today everyone 
should know that Credit Lyon- 
nais is on its feet again; far 
from being garotted it is freed 
from the sword of Damocles 
that was weighing on its 
shoulders.” 

InTifepals . ' r — ,l r 
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By Jim Kofly to London 

Arthur Andersen, the Big Six 
accountancy firm, is talking to 
the Brazil firm of Coopers & 
Lybrand in an attempt to woo 
it away from the planned 
$13bn global merger with Price 
Waterhouse. It said yesterday 
it was in «hmtar talks in Latin 
America, Europe and Asia. 

The announcement of dis- 
cussions with the Brazil firm 
camp w ithin hours of formal 
European Commission regula- 
tory approval for the PW- 
Coopers’ merger - in spite of 
reservations about the state of 
the European audit market for 
large companies. 

Andersen, which faces losing 
its global lead in the sector if 
the PW-Coopers merger goes 
ahead and is in a bitter dispute 
with its sister firm, Andersen. 
Consulting, previously hinted 
it hoped to pick 19 a string of 
discontented firms from within 
PW and Coppers. 

While losing Brazil would be 
a blow to the PW-Coopers 
merger, senior executives said 
they were confident about 85 
per cent of member firms 
would mage on schedule on 
July 1 - with many of the rest 
following soon after- 

There are no deal-breakers 
around,” said one London- 
based executive involved In 
the global merger discussions. 

But Jim Wadia, Arthur 
Andersen's worldwide manag- 
ing partner, after securing the 
Chilean practice of Coopers, is 
understood to be hopeful other 
.large member firms will join 
his network. It is understood 
Andersen is in talks in Spain 


and Sweden- He said: "We are 
holding discussions with sev- 
eral other Big Six member 
firms in Latin America, 
Europe and Asia/Parific. They 
recognise the value of the 
Arthur Andersen brand and 
have expressed a desire to he 
aligned with our strong service 
reputation and growth plans.” 

Coopers' firm In Brazil 
employs 750 professional staff 
and about 45 partners and has 
annual revenues of $60m. If it 
combines with Andersen, 
which has revenues of 5100m, 
it will be the largest firm in 
the country, according to 
Andersen. 

The European Commission's 
clearance allows PW and Coo- 
pers to move forward to 
detailed planning for their 
merger, which would create 
the world's biggest profes- 
sional services firm. Competi- 
tors hope to pick up staff and 
clients as sensitive issues such 
as the new firm's name, man- 
agement structure and job 
allocation begin to surface. 

The Commission said it had 
decided to clear the merger 
because it had no “conclusive 
proof it would lead to market 
dominance, largely because it 
thought there would be 
enough competition in the new 
“Big Five” market Bat there 
were clear dangers the audit 
market was prone to such 
dominance because of Inherent 
problems in the profession - 
such as the feet that clients 
were "locked-in” to auditors 
because of the costs of switch- 
ing firms and that firms were 
interlinked through profes- 
sional self-regulation. 


Computer chiefs in line to 
share $lbn stock option bonus 


1M* annovncamenl raxiBBis w * nottw d lecenl cany 


By Lottes Kefaoe la San Rwtcbco 
and Wfflam Lewis in tow York 

Three top executives at foe US 
company Computer Associates 
stand to gain almost Jlbn in 
stock if the software compa- 
ny’s shares maintain their cur- 
rent level through today’s 
close of trading. 

The stock option bonus is to 
be split three ways. Charles 
Wang, chairman and chief 
executive, stands to be granted 
shares worth approximately 
$550m, Sanjay Kumar, presi- 
dent, will get shares worth 
5280m, while Russell Artzt, 
executive vice president in 
charge of researdi and devel- 


opment, is in line for a $83m 
share bonus. 

Under foe terms of a 1995 
bonus plan, 13.5m of CA’s 
shares were granted to the 
three on condition that the 
company’s share price 
remained above a closing price 
of S5SLS3 for 60 trading days 
within any 12 month period. 
The award was in addition to a 
6.75m share options bonus 
granted at the same time. 

- CA yesterday disclosed that 
it would take a special charge 
of approximately gL2bn in any 
period during which the 68th 
trading day occurs. 

Since last October, CA’s 
shares have closed above the 


target price on 58 consecutive 
days. Even if the share price 
falls below the target price 
today, there are four more 
months for the target to be hit 

Shares of CA have risen 
from 534.42 a year ago to a 12 
month high of $6114 earlier 

thk; month In mn fflfng trad- 
ing on Wall Street CA’s share 
price fell gl'A to $55. 

On Tuesday, CA reported 
earnings for its fourth fiscal 
quarto - , ended March 3L Earn- 
ings for foe quarter increased 
by 26 per cent to $422.8m over 
a year earlier, marking foe 
software group's 25th consecu- 
tive quarter of double-digit 
operating earnings growth. 


MOL Magyar Olaj- es Gazipari Rt 

US. $315,000,000 

Global Offering of 11,046,887 Shares 
In the form of Shares and Global Depositary Shares 


Large Japanese trading 
companies suffer in slump 


By HBcbiyo Ibkaamto in Tokyo^ 

Japan's economic slump lias 
taken its toll on the country’s 
large trading companies, 
which yesterday reported big 
downturns in. - their, anneal 
results. 

Mitsubishi and Mitsui, foe 
blue chips of Japanese trading 
companies, saw parent' profits 
fall, while Marubeni and' 
Itochu dropped into loss at the 
net level alter valuation losses 
on their securities h oldi n g s . 
S umitom o managed to return 
to the black on foe net level 
but saw recurring profits 
decline nearly 60 per cent. : 

TUb trading companies; 
which have businesses ranging 
from chemicals and instant - 
noodles to machinery and. 
satellites, warned that foe con- 
tinuing slump in foe domestic .' 
market mid the economic tur- 
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moil in Asia would put further 
pressure on their profits in the 
c u rr en t year. 

In particular, foe sharp dete- 
rioration in the stock market 
has increased foe valuation 
.fosses on the trading compa- 
nies’ holdings. Marubeni, for 
example, took an extraordi- 
nary loss of Y82.24bn 
[56316m), of which Y51.L3bn is 
related to the valuation loss on 


its securities holdings. Mean- 
while. Itochu took a loss of 
Y945bn, reflecting losses on 
property and trust funds and 
losses related to the closure of 
affiliated companies and non- 
performing loans. 

'Hie Asian economic crisis 
and currency turmoil came 
just as the trading companies 
had been expanding - their 
operations in the region. In 
addition, the downturn in Jap- 
anese consumption particu- 
larly depressed demand for 
housing materials, textiles, 
minerals and property. 

Most trading companies fore- 
cast lower sales and profits in 
the current year. Mitsubishi 
expects sales to fall to 
YlL5Q0bn from Yl&012bn and 
recurring profits to fall to 
Y13bn from YZL4bn. 

Camutere’ record profits, Page 22 


by the State Privatization and Holding Company 
of the Republic of Hungary 


Offer Price: UB. $30.00 or HUF 6,330 per Share 
and U.S. $30.00 per Global Depositary Share 

Institutional Offering of 7,602387 Shares in the 
lorm of Shares end Global Depositary Shares 

In addition, 236Q300 Shares were concurrently 
. offered in a Public Offering In Hungary and 
984300 Shares to Employees of MOL 


Joint Global CMtfMare and Boeknmnere 


Dresdner Klehnwort Benson 


CA IB Investment Bank 


insttuttoral Syncficale Mwnbora 


Dates Europe Untied 
ING Barings 

Concorde Securities Ud. 


Salomon Smith Barney 

Paribas 
OTP Securities lid. 
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COMPANIES & FINANCE: INTERNATIONAL 


Kodak focuses 
on China for 
enlarged growth 

With $1bn of investment, involving the 
modernisation of an entire industry, the 
stakes are high, writes Tony Walker 


G eorge Fisher, chief exec- 
utive of Kodak, does 
not give the impression 
of being a gambler, but in 
allocating a minimum of 
$lbn to investment in China 
over the next four years he 
Is betting that the world's 
biggest potential market will 
help lift his company out of 
the doldrums. 

Mr Fisher, who moved to 
Kodak - based in Rochester, 
New York state - four years 
ago after conspicuous suc- 
cess as head of Motorola, 
also has his own reputation 
as a successful manager tied 
to his China strategy. For 
both Kodak - with faltering 
revenue growth in Its home 
US market - and George 
Fisher, the stakes are high. 

**1 think that in 10 years 
you will find this is the most 
important thing Kodak has 
ever done," says Mr Fisher, 
whose own contract runs to 
2000. But he also recognises 
it will take time for Kodak's 
China investments to bear 
fruit. 

Kodak’s China gambit - in 
which it is virtually assum- 
ing responsibility for 
modernising an entire indus- 
try - is a bold stroke and 
one that is being watched 
closely as a possible model 
by international investors in 
other sectors. 

Driven by Mr Fisher's 
vision - following a request 
In 1994 by Zhu Rongji, then a 
vice-premier, for technical 
assistance - Kodak is align- 
ing itself with a leading Chi- 
nese industry in a more com- 
prehensive way than has 
been attempted before. How- 
ever, the Kodak chief bridles 
at suggestions that the com- 
pany is behaving more like 
an aid agency than a corpo- 
ration hungry for profits. 


"We feel that by working 
with the government, this is 
totally consistent with build- 
ing the Kodak brand in 
China, which in turn is 
totally consistent with our 
gaining market share and 
making money," he says. 
“We are not doing this just 
to be nice people. We are 
doing it because it's good 
business." 

Mr Fisher might have 
added that Kodak’s deter- 
mined push into C hina is 
also being spurred by a 
desire to take the Eight to 
Fuji in what the Japanese 
company might regard as its 
own backyard. Just as Fuji 
has done with Kodak in the 
US market 

Kodak’s China gamble 
rests ou taking control of 
three ‘‘second-tier" Chinese 
manufacturers of film and 
photographic paper and con- 
solidating these into two 
companies, Kodak (China) 
Company Limited and 
Kodak (Wuxi) Company 
Limited. 

Hie US company mil own 
80 per cent of Kodak China 
in partnership with photo- 
graphic companies In Xia- 
men and Shantou, coastal 
special economic zones 
south of Shanghai. Kodak's 
stake in the Wuxi plant in 
Jiangsu province, west of 
Shanghai, will be 70 per 
cent 

Having established this 
platform, Mr Fisher hopes 
Kodak will shore up its dom- 
inance of the China market 
which has, in three years, 
moved in terms of number of 
exposures from 17th to third 
behind the US and Japan 
and Is experiencing acceler- 
ating growth. 

Mr Fisher hardly contains 
his enthusiasm when he 


Banks bear brunt 
of Malaysia’s 
financial crisis 

Debt burdens herald more poor reporting 
seasons ahead, writes Sheila McNulty 



T he Malaysian reporting 
season just ended has 
revealed that the 
financial crisis has been 
especially damaging to 
banking, construction and 
car companies but has left 
plantation companies rela- 
tively unscathed and actu- 
ally boosted tbe lottery 
business. 

The economic slowdown 
has particularly hit the 
financial sector, which 
is burdened by domestic 
loans equivalent to 170 per 
cent of gross domestic prod- 
uct - the highest ratio in 
south-east Asia. 

As the economy has 
slowed, so has the repay- 
ment of loans. Economists 
predict that by the middle of 
□ext year almost one in four 
loans in Malaysia will be 
unpaid. 

Such projections have 
financial institutions setting 
aside large provisions, which 
have dragged down their 
bottom lines. 

The sector's worst results 
were reported by Sime Bank, 
which reported pre-tax 
losses of MSlAlbn (USJ469m) 
for the six months to the end 
of December and was forced 
to set aside MSI .61 bn in 
provisions. 

Sime Bank's losses were so 
considerable the authorities 
said they would investigate 
and one of the country’s top 
banking groups. Rashid 
Hussain, took over the 
institution. 

Even Malayan Banking 
(May bank), the country's 
biggest, strongest and most 
conservative financial insti- 
tution. reported a 29 per cent 
drop in net profit to 
M$4£L5m for the six months 
to end-December. Maybank 
set aside M$711.5m to cover 
its potential bad loans. 

As the pressure has built 
on banks, they have 
curtailed lending, making it 
difficult to purchase 
vehicles. Car sales, which 
are expected to drop more 
than BO per cent this year, 
began Calling toward the end 
of 1B97. 

EON, which distributes 
the Proton “national car", 
reported a 5.6 per cent Call In 
profit to M$429.2m for the 
year to end-December after 
used car sales fell 84 per cent 
to 2.930 vehicles. 


Construction companies 
are having an equally hard 
time. Not only is it difficult 
for them to obtain financing, 
but in some cases the 
authorities have stopped pro- 
jects to reduce expensive 
imports. 

The government deferred 
and then assumed control of 
Ekran's largest project - the 
Bakun hydro-electric dam - 
when the financial crisis 
took hold. 

Ekran has been negotia- 
ting compensation ever 
since. In the meantime, tt 
reported pre-tax losses of 
MS 1.33m for the half-year 
ended in December, swing- 
ing from a pre-tax profit of 
MS120.7m in the year-earlier 
period. 

Y eoh Keat Seng, first 
vice-president at Smith 
Zain Securities, says 
the bad results by Malaysia's 
companies are not over. “We 
think they will be worse in 
the one or two reporting sea- 
sons to come.” 

Analysts note, however, 
that plantation companies, 
which can earn foreign cur- 
rency. have held their own 
despite the depreciation in 
the ringgit and the drop in 
domestic consumer demand 
- factors which are hurting 
other sectors. 

The country's largest plan- 
tation company. Golden 
Hope Plantations, largely 
credits better palm prices for 
the 30 per cent rise in its net 
profit to M£140.6m for the 
half-year to December. It is 
expecting to an even better 
performance in the second 
half. 

But analysts warn that the 
months-old drought and 
smog from forest fires in 
neighbouring Indonesia 
might start to effect com- 
modity yields and. therefore, 
are not overly bullish on 
plantation companies. 

Audrey Ho, head of 
research at Mohaiyani 
Research, says this is a good 
time to consider what she 
calls "recession-proof" com- 
panies, such as lottery pro- 
vider Taqjong. 

Its net profit rose 38 per 
cent to MS250.8m for the 
year to end-January. 

“You are buying a dream," 
Ms Ho explains. “It's still 
affordable at MSI a bet" 



George Hshen Kodak's chief executive has his reputation tied to the company's Chfata strategy AP 


describes the potential of a 
market where the ann ual 
□sage rate of film is 0.4 of a 
roll for each household, 
compared with seven rolls in 
the US. 

"If only half the people in 
China shot a single 36-expo- 
sure roll of film a year - a 
fraction the usage rate of 
other countries - that would 
swell the number of world- 
wide ‘clicks* by 25 per cent.” 
he says. “Each second, 500 
more photos would be taken. 
That's the equivalent of 
adding another US or Japan 
to the world photographic 
market. China offers more 
potential photography than 
any other market in the 
world." 

But the allure of China is 
certain not to have been lost 
on Kodak’s competitors, who 


are investing heavily. Both 
Fuji and Agfa have strong 
positions in the market, and 
Lucky, China's own leading 
brand, is modernising its 
facilities. 

K odak will have to fight 
all the way to grow mar- 
ket share. It also feces a 
tricky process of taking over 
state-run factories which 
tend to be overmanned and 
full of outdated equipment 
The task of Imposing west- 
ern management standards 
on Chinese enterprises is far 
from easy and has stymied 
attempts by other western 
companies to absorb local 
facilities. 

However, Mr Fisher 
appears undaunted, while 
conceding that “execution”, 
in which between 2,000 and 


3,000 people will be added to 
Kodak's payroll, poses the 
biggest risk. 

Indeed, he has been 
encouraged by Kodak's prog- 
ress in China In the last 
three or four years, where it 
has moved from third to first 
place in sales of photo- 
graphic papa 1 , ahead of Agfa 
and Fuji, and, having lagged 
a distant second behind Fuji 
in film sales, is now chal- 
lenging the Japanese 
company. 

Revenues from China 
reached $250m last year and 
sales are growing at about 40 
per cent annuall y. Kodak 
ha« opened 3.600 “Kodak 
Express” stores across the 
country. Mr Fisher and 
Kodak are not hedging their 
bets on China. They can 
hardly afford to. 
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TMC Mortgage Securities No. 8 PLC . 

(fftaTssueO 

(tnoorparatad rrith United babtly under the la#s of England and Wales) 

Notice of a Meeting of the holders of the 

£100,000,000 Mortgage Backed Floating Rate Notes due 2018 
of the Issuer 

(The TkHaholders'and the ~Notes' respectively) 

NOTICE IS HEREBY GtVHY lhar a Meeting ol me Noteholders convened by toouar w« be heki at 65 Hdbom Viaduct. 
London EC1A ZDY on Monday, June 15,1998 at 1100 am. (London tmo) tar Ihe purpose ol condderteg and. II thoughl «, 
passing Die tatowtag Resolutions which wS be proposed as Ejdraoititanr Resoiuttons In acooidanca with Ihe provisions ol a 
bust deed dated July 6, 1 988 made between Hie Issuer and The Chase Manhattan Bank, N A, as bustae lor the Noteholders 
(the Trustee"}- and consuming the Nous (tits Ttusl Deed"). 

PROPOSAL 

The Issuer is Inwndkig. subject to the passing of the Extraordinary Resolutions, to redeem the Notes in Ml at WO per cent, ol 
their principal amorrt (plus accrued merest). The Issuer has not yet determned Bra Intended rederrpOon data However, 
redenvHon wfl only occur on an Merest payment dale. 

The Exnaonftwy ReariuHons set out below, it duly passed. wfl approve the making ot amendments to tie terms and 
attritions of the Notes (ttw ‘Condttons*) and to the That Dead m order to tecBste the redemption of the Notes. 

Resolution 1 provides for the dateton of the reqUremerts relating to the pmcipal amount atthe Nates required lobe 
outstanding at the hma the Issuer exercises the option to redeem ttw Notes. Ttw notice period to be given to the Trustee and 
ttw Noteholdera Is also a mended. 

Resolution 2 reduces the Interest period of the Notes bom 3 months tol mantr and makes consequential amendments to the 
CondMons. 

Resolution 3 authorises the Trustee to agree amendments to the Trust Deed and other agreements to give effect to 
Resolutions land 2. 

B the Exti au n Aut ry Resolutions are passed. It la anttc^ated that notice wd be gnren to NotehoMare ot the radetmUon ot the 
Notes on an Interest payment date by prttticatian In the Financial Times and toe Luxemburger Wort and through Euractaar 
and Cedel at least 7 days baton the redemption date. 

In accordance with Ha normal practice. the Trustao expresses no oplnron on the marts ol these proposals or the Ext rao rdinary 
Resolutions contained to Bis Notice but has authorised It to be staled that It has no objection to the Resolutions being 
submtnd id the Notehaidera tor flu* consideration. 

EXTRAORDINARY RESOLUTIONS 

"THAT mis Meeting ol the holdere ol the EWWXXWJ00 Mortgage Backed Floating Rate Notes due 2018 (the “Notes'} ol TMC 
Mortgage Securities No .8 PLC (ihe Issuer*) constituted by a bust deed dated Jtiy 15. 1988 and made between the Issuer end 
The Chase Manhattan Bank, HA. (toe Trustee") (the "Trust Deed") hereby: 

l Sanctions and approves the modification and amandrnont cf the to nria and oondBlons of the Notes |thjj"Corrifioci8*) by the 
deletion In IB entirety ot Condition 5(c) and Us replacement with the toUwitng: 

"On giving not less than 5 Business Days nodes to the Noteholders the issuer may. on any Merest Payment Dale, 
redeem oM (but not some only) ol the Notes at mar Principal Amount Outstarring togedwr with Merest accrued to the 
dam of redemption, provided that, prior to gtang any such ratios, toe Issuer shal have satisfied the Trustee toot k wfl 
have funds not srtject to the Interest ot any other person sufficient to hJOTI Its oblgalions hereunder"; 

1 Sanctions and approves B» mortification and amendment ol the commons ol the Nates (ihs TSorriflons*) by: 

(a) the Insertion ot the worts lip to and rnckring the last Business Day In June 1996 and thereafter monIMy In airear on the 
last Business Day ol each month" alter the word *ye»* In the first sentence ot die first paragraph of Oonrftion 4(a); 

(b) the Insertion ol the words "up lo and retiring the penod erring on (and inchring) Jura 30, 1998" after the words 
"September 30. 1988 and Tn the lbs sentence of the second paragraph ot CondUon 4 (b); 

(cj the raareon ol the words "and after the interest Period erring on (and mdutfing) June 30, 1998 each successive period 
beginning on (and Including) an Interest Payment Data and ending on (end indudingl thedaylmmedately precedkig 
the next Interest Payment Date" altar the word "respecdveiy 1 In the (fast sentence d the second paragraph ol CandHon 
«(*); 

(d) the replacement ot the wort Hue" in the first tine ot Cotribon 4(b) with toe wonMwo": 

(■) the reptacemanl ol the words Three month storing deposits in London" m the Aral sentence ai CatriUon 4(c)(1) with the 
words "One month stuffing deposits In London*^ 

(1) 9w replacement at the words "three montetf in the definition o< Collection Period m CorxStion 5(bXi) vritti Bid words "one 
month’. 

a. Sanctions. approves end aiahorises the Trustee to enter Into a suppteman tel bust deed and such other Mroo m o nte or 
documents (It any] as It may determine, on such terms as 1 In Is sole (Secretion, may agree, to gm effect to Resolutions 1 
and 2 above. 

Expressions defined in lha Notes or in the Trust Deed shall have the sane meanings when used In these resoUfons.* 

VOTING AND QUORUM 

1. A Noteholder wishing to attend and vote at the Meeting in person must produce at the Meeting either hta deSnhta Notofs), 
or a vald vedng oarflfleate or certificates Issued by a Paying Agent rebthre to die Nore(s) in respect ol which he wishes to 
vote. 

A Noteholder not interring to attend and vote at the Meeting in person may tether deliver hfeNots<B) or voting ca rt flc ate te) 
to tee person whom he wishes to attend on Ns behalf or ghra a voting instruction (an a voting tostnidton tarm obtainable 
from the specified ofice of .any ot the Paying Agents set out betas) tratsueung a Paying Agent to appoint one or more 
proxies to attend and vote at the Meeting in accordance wtth We instrucSona. 

Notes may ba deposited with a Paying Agent or (to the sattstection of the Paying Agent) held to its order or under As control 
or Mocked to an account with Morgan Guaranty That CorrQany of Now York, Brussels office, as operator ol the Euractoar 
System or Cedel Bank, sodate anonyms. for toe purpose at obtaining voting eaffiScates or ghtog voting instructions in 
respect of the Meeting. In each case untt 48 hours before the Hma appoMed lor hokfrig the Meeting (or, ff appfcabte. any 
adjourned such Meeting), but not thereafter. Any Nata(s) so deposited or held or Mocked w« be released at Bis conchrion 
of the Moating (Or. 3 appScabte. any adjourned such Meeting) or tqjon surandar ol the voting esrtHeatefe) or, not less lian 
48 hours before the commencement of the Meeting (on it app&tarie. any arfouned such Meeting), the revocation ol Bie 
vosng teamicnora given In respect thereof. 

2. The quorum retired at the Meeting to one or more persons present holdtog Notes or voting certificates or befeig proxies 
and together hofcfing or representing not less than two-thirds ol the aggregate prindpel amount ol the Nona for me Bme 
bemg outstanding, it a quorum is mi presere at the Meeang wtfvn tee Ana presetted by the Trust Deed, the Meeting vHB 
be adjatmedandtheExHaant na ry Resolution wB be considered at an adjourned M e etin g (notice of which w» be ohren to 
the Noteholders). The quotum at such en occurred Meeting wd be one or more persons present haring Notes or voting 
cwiacates or being proxies and together ha ring or represenbnq not less than iwo-datfe at the aggregate principal amount 
of the Notes lor Bis time being outstarring. 

3. Every question atfambtad to die Meeting wO be decided on a show ol hands unless a pol Is duly demanded by the 


, _ _ B , , voting 

i or Is a proxy ehri have one vote . On a poll every person who Is so present shall have one vote In respect of eatfT 
£1 to principal amount of the Notes so produced or represented by the voting certfflcato » produced or *i respect of which 
he is a pray WBhout pn$rice to the terms of any block voeng instruction, a vote/ stall not be oUiged to axaifee oil the 
votes to Which he is enttled or to cast d I the votes whcfi ho emreisea in the same way. 

4. lb be passed, an Exroordtoary Resolution reqiiras a majority In tavorr constating d not less than 75 percent, of the votes 

casL If passed, Bie ExtraanSnaiy Rasofuttoi vrilbe bkring upcm sfl toe NoMriders. whether or not present at the Meeting 
and whether or not voting, and upon afl holders of Coupons appertaining to Ihe Notes. 
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Chase Manhattan Bank Luxembourg SJL 
SrueRaebs 

L-2338 Luxembourg 


PRMCtRALPnVWG AGENT 
The Chase Manhattan Bank 
Trinity Tower 

9 Thomas More Street. London El 9YT 
The Nodes is given by: 

TIIC Mortgage Securities NoA PLC 

SkWtGamsAUns House. Ashley Avenue. Epsom. Surrey KTBSAS May 21,1838 

NoMwktas whose Notes are Irid by EufOCtoarorCerfel Bank afwid contact the loflowfng tor further Intomwtieri: 
Euradaar. Custody Operations Department (Id. Brussels +3225191211- telex 6KBS) 

Cedel Bank ConxwueActai Department (id Luxembourg +352448821: letax 2791). 

This Ncdee does not constitute an offer of secuntioeol the Issusc 


- TMC Mortgage Securities No. 9 PLC 

(the fssuar'j 

(Incorporated wdh Mted SabSty inter the laws of England and Mfetosj 
Notice of a Meeting of the holders of the 

£200,000,000 Mortgage Backed Floating Rate Notes due 2019 
of tiie Issuer 

(the ’Notahokfars" and the "Nate#" respectively) 

NOTICE IS HEREBY GIVEN the! a MetUhg of the NotehoWere convened by the Issuer null be held at 65 Hotoom VoducL 
London ECi A 20Y on Monday, Ju na S. 1 888 at 1105 am (London ttme) (br as soon thereafter as Itw meetsig of ttw hoktere 
of TMC Mortgage Securities No. 8 PLC rwtaa oondudos) tor the purpose of considering end, tt thought fit passing ths 
talowlng Rasatutona which wi be proposed as Extrearrinaiy Resolutions in accordance wtte the pravtstons of a bust deed 
dated September!!), 1888 made between the Issuer and The Chase Manhattan Bank, N A, as trustee tor the Natahoklora 
(the Trustee"), and constituting the Notes (the "Trust DeerT). 

PROPOSAL 

The lasuar ia intencEng, aii)(e<d to the passing of the ExtmoRBnaiy Raaotudons, to redeem the Notes to ful at 100 per oenL of 
their prindpel amount (plus accrued Merest). The Isauar has not yet determined the Mended redemption rtaia Howavw, 
■edempBonwffl only occuran an Interest payment data 

The Extraordinary RsnoMons set out OoIowl If diy passed, w* approve the making of amarinants to the terms and 
condtttorwol the Notes (lha "CorrittanaT) andM the Treat Deed In ordarntacUBte the redemptkm of the Notes. 

Resolution i provides lor the detadon ot the requirements retailing to the principal amount of the Notes required to bo 
cutstandtog at the tone the Issuer oxMriaea tha option to redeem Ore Nous. The notice period to be given to the Trustee and 
the NoMhoUsia to otoo aimu 

R esolution 2raduce3 the Merest period of the Nows from 3 months tol month and rushes consequential amentenentstothe 
Conddons. 

ResoUton 3 authorises the Trustee to agree amendments to the Treat Deed and other agreements to give a Had to 
Resolutions land 2. 

IT Vie Extreorrikwy ResoMlons are passed. 8 b onddpaled that nottoe wB be given to Natehoktore ot the redemption of the 
Notes on en Interest payment date by putdesdon In ths Rnandel Times end the Luxambiager Wort end through Eunxtssr 
and Cede! si least 7 days baton the redemption date. 

In aceordencawWilte normal pradkae. the^ Trustee expresses no opinion on the merits of these propagate ortheExtraanln ar y 
Resolutions contsfiied In this Notice but has authorised It to be stated that B has no objection to the Resotuoona being 
submitted to the NoHhoidsra tor arircoraUeratton. 

extraordinary resolutions 

THAT Ms Meeting of tha hotdere of the E2nO,OOOJMO Mortage Backed FtoaUng Rata Notes due 2018 (Sie^ "Notes") of TMC 
Mortgage Securitas NoS PLC (die Issuer") constituted by a trust deed dated Septa n Oat 19 1988 and mads between tin 
Issuer and The Chase Martab a n Bank. NA (the TrestsaT (the TruM DeerT) hereby: 

t Sanctions and approves the modWcation and amendment ol tha terms and corrit to ne of the Notes (Bie^ "Conations") by Bie 
delation In Its endrety of OoncBkm 5(c) and Bs replacement with the totiowing: 

"On giving not less titan 6 Business Days notice to the Noteholders the Issuer may, on any Merest Payment Date, 
redeem al (but not some only) of Die Ncrtes at tiielr Principal Amount Outstarring together wtth merest accrued to tin 
date of redemption, provided that, prior to giving any such notice, the Issuer shall hove satisfied tha Trustee that tt wfl 
have funds not sr43)act to Bie Interest of any other psraon sufficient to fuS as oHgations herewdar'; 

2. Sanctions and approves tiw morWcatlon and amerrinen! of the terms and ooiritians of the Nates (tin "Corrittans") bf 

(a) tin Insertion of the words "up to and inducing the last Bustoess Day in August 1888 end ttwreeher monthly In airear on 
Bn lest Business Day ol aach month" altar the word "Vo*" in the first sentence ol the Brst paragraph of Corrittan 4(a): 

(b) Bn insertion of tin words "iv to and tnctodng tin ported erring on (and tadudtog) Auffist 31. 1986* after ttw words 
"Nownber 80, 1888 and" In the first sentence of the saoond paragraph ol Condtoon 4(a); 

(4 the Insertion of die woods ^nd after Bie Interest Period erring on (and induing) August 3L 1998 each successive 
period beginning an (and Inducting) an Merest Payment Date and erring on (and (nchring) Bie day imnwdatGly 
precedkig the nsrt Interest Payment Date* after tha word "tespacthrefy' in the flrat sentence ol the second paragraph of 
ConttiOon 4(a); 

(d) the replacement of the word "five* In ttw first Ihe of Condtton 4(b) wbh ihe ward two"; 

(e) ttw rapbnnwnt of ttw words ^ Three month staring deposits In London* In ttw ttrsi sentenca of Ccntition 4{q)(l) wtih ttw 
words "one month storing depa3*s tn London*; 

(l) the mpl acatnent of the words Three months* In tixedeflnllion of CoBection Period In Condition S(b)(0 wan the words lane 
month*. 

3. Sanctions, appnms end authorises the Trustee to enter kite a supplemental trust deed end such other acpeemenb, or 
documanta (K any) as ft may determine, on such (arms as R. In its sole (Secretion, may agree, to give effect to Resolutionsl 
and 2 above. 

Expread o ns defined to ttw Notes or In the Thist Deed sriak have tiw sam e m san tags when used ki rheas resolutions.* 

VOTING AND GUOHUM 

1 A Noteholder writing to attend and vote at the M ee ting to person must produce at the Meeang efthBrhktdafMtiueNcw(s). 
or a vatid voting cert B ctee or certificates Issued by a Paying Agent retattua to tha Note(8) ki respect ot which he wtahaa to 
vote. 

A Ntaaholder not knwring to attend and vote at the Meettag to pstoon may either dettwr Ms Nota(a) or voting csritocteafs) 
to the parson whom he wishes to attend on his behalf or gnat a voting instruction (on b voting Instruction (arm obtainable 
bum tiw apeeffiad office of any of tiw Paying Agents set out below) tosbucting a Paying Agent to qppoin! om or more 
praties to attend and vote at tiw Meeting In accordance urttii IBs tafiructfons. 

Notes msy be deposited with a Paying Agent or (ta the satistedton of the Paying Agent) heU to its ordw or ureter Its central 
Of blodkad n an account with Morgan Guaremty Trust Company of New 'totk. Bressele offiae. as operator cf ttw Ewodeor 
System or Cedel Bank, sodtite anonyms, tor tea purpose of obtaining vottog asrtHcates or giving voting Instructions k* 
reepact of the Meeting, ki each case uitl 48 bouts betore the time appointed tor hddlog the Meeting (or, ttappecriia. any 
adjourned aucti Masting), but not thereafter. Any Nota(s) so depoatted or held or btocksd wHI be letaaaad al ttw condrekxi 
of die Meeting (or.Happfieafaie, any eejoumed such Meeting) or upon aurender of toe voting oertlflcata(sj or, no! toss than 
48 houre bstore ttw commencement ol ihe Masting (or, 8 applcsbie, any adjourned such Mewttng). the revocation of ttw 
voting instructions given In respect Iheraof. 

a The quartan required to the Meeting b one or more persons present haring Notes or voting certmcatac or being ptodes 
and togalhsrhoktng or representing not less than two- ttibds of tiw aggregate prindpaf amount of the Notes lor the tkns 
being outstarring. It a quorum is not present at tin Meeting wWn the time pnwerttod by Bie Tnnt Deed. Ihe Meeting w« 
be adjourned and ttw Exbaerttoay Rudutfon wi ba answered at an amounted Mealing (notice of which -4 be givanB 
tiw Notehokteffi). Tha quonsti at such an adjourned Meeting wR be one or more persons present haring Notes or voting 
cartScetes or being proxies and together hoUng or representing not lass Ban two-tttirds of Bie aggregate principal anoud 
o! lha Notes for too Inra bring outBtawfng. 

3. Every question submttted to the Meeting wfl be decided on a show of hands unless a pett Is duly demanded by 
Chapman d the Uasrt nfl or by tiw issuer, the Trustee or one or more penore present taring one or more Notea or voting 
cerOcatss or being pnuhw end hoMng or representing In ttw aggregate not lass then two per cert, of the Principal Amount 
OUbtandhg of Die Notes. On a show of hands every person who Is present In person end produces a Note or wtins 
certificate or fc a prmqr shall have one vote. On a poti every person who Is so present shaB haw one vota in respect ol each 
£i ta principal amount of the Notes so ptoduemf or represented by the voting carinate so produced or to rettpeaofwmch 
he is a proxy. Without prejudtoa to ti» tarns d ary block voting Instruction, a voter slul not be obtoed to ewfd» 

votes to which tie is omtied or to cast afi the voies vritich he exereises in the sane way. 

4. fb bepessed, an Extraontinaiy RasoUton requires a rnefeifty in favour eonsirtRg cf noi leas than 7S per cwL of the vdM 
east If passed, the Extreonftnay Resolution wfl be Iwring upon sS the NotehoMont,whather or not present at the Maekng 
and whetherornotvating, and Upon rihoidara of Coupons appertaining tothe Notes. 

PRINCIPAL PAYWG AGENT PAYING AGENT 

The Chaw Manhattan Bsnfc Chase UenhatttaiBtmk Luxembourg SJL 

TrMyTbww 5tue Pleads 

9 Thomas MsreStiMt, London El BYT L-2338Luxemboug 

TWe Notice is given by: 

TMC Mortgage Seeuttea NtlIOPLC 

Sk-WitemsAlkbB House. Ashley Avenue, Epncm, SuneyKTttSAS May 2L 1988 

Noteftoidare whoso Nctea are held by EutwteerorCedel Bankahould contact the foCowtag tor fwtiwMermatton: 
Eurodear Custody Operations Department (ML Brusatis «322 5MH2T1 : tetex 61025) 

Cedel Bank: Corporate Action Department (taL Liwembourg 4352 448 82t , Max 2781). 

Thte Notice does not constitute an offer d securities of the toeuar. 
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FINANCIAL TIMES THURSDAY MAY 21 1998 ★ 


TMC P.I.M.B.S. First Financing PLC 

(the “Issuer") 

( [non-po rated with limited liability iirnksr the [ait's of England and Wale*) 

NOTICE OF A MEETING 

of the holders of the 
£250,000,000 Mortgage Backed Floating 
Bate Notes due 2029 of the Issuer 

(the “Noteholders 1 " and the “‘Notes’* respectively) 

NOTICE BHEREBl GIVEN that o Merlins of ibc Noteholders convened by the Issuer will be held at 65 Hoi born Viaduct. . 

kLl A _Di on Monday. 15th June 1998 at 1 1 .25am (London rime) for us soon thereafter as the meeting of the holders 
ofTMG r.ljM.B.S. PLC notes concludes) for the purpose of considering ana, if thought fit, passing the following Resolutions 
which will he proposed as Extraordinary Resolutions in accordance with the provisions of a trust deed dated 26th June 1989 . 
uiade Ijrlwren, utter alia, ihe Issuer and Morgan Guaranty Truss Company of New Yoric. London ofGce, wt trustee for the 
NotelmlderK (die “Trustee"'), and constituting the Notes (the “Trust Deed* as emended by a supplemental trust deed dated 
-7th Sepl ember 1989 uiade berween the lamer and the Trustee and a supplemental trust deed dated 6th December 1989 made 
between, infer alia, the Issuer and the Trustee (the “Supplemental Trust Deeds’’)). 

PROPOSAL 

The Issuer is intending, subject to the passing or the Extraordinary Resolutions, to redeem the Noies in full at 100 per cent of 
■heir principal amount (plus accrued interest). The Issuer has not yet determined the intended redemption date. However, 
redemption wifi only occur on an interest payment d»i>» 

The Extraordinary Resolutions set out below, if duly passed, trill approve the making of amendments to the terms and conditions 
of the Notes (the “Condiiiunb* ) and to the Trust Deed and other agreements in order io facilitate the redemption of tbe Notes. 

Resolution 1 provides for the deletion of tbe requirements relating to the principal amount of tbe Notes required to be 
on rs landing at the time the Issuer exercises the option to redeem the Notes. The notice period to be given to the No re holders is 
also amended. 

Resolution 2 reduces the interest period of the Notes from 3 months to 1 month and makes consequential amendments io the 
Conditions. 

Resolution 3 authorises the Trusrre to agree amendments to the Trust Deed and other agreements to give effect to Resolutions 
1 and 2. 

If the Extraordinary Resolutions are passed, it is anticipated that notice will be given to tbe "Trustee and Noteholders of tbe 
redemption of the Notes on an interest payment date by publication in the Financial Times and through Euroclear and Cede! at 
least : days before the redemption date. 

In accordance with it* normul practice, die Trustee expresses no opinion on the merits of these proposals or the Extraordinary 
Resolutions contained in this Notice but lias authorised h to be stated that it has no objection to me Resolutions being submitted 
to the Noteholder? for their consideration. 

EXTRAORDINARY RESOLUTIONS 

“THAT this^ Mming of the holders of the £250,000,000 Mortgage Backed Floating Rate Notes due 2029 (the “ Notes’^) of TMC 
P.I.M.B.S. First Financing FLO (the “Issuer'") constituted by a trust deed dated 26th June 1989 and made between, infer alia, 
the Issuer and Morgan Guarantv Trust Company of New York, London office (die “Trustee") (the “Trust Deed" as amended by 
a supplemental trust deed dated 27th September 1989 made between the Issuer and the Trustee and a supplemental trust deed 
dated 6di December 1989 made between, inter aHa, die Issuer and the Trustee (the “Supplemental Trust Deeds")) hereby: 

1. Sanctions and approves the mndificairon and amendment of the terms and conditions of the Notes (the “Condi dons"} by 
the deletion in its entirety of Condition 5(c) and its replacement with the following: 

“Chi giving not leas than 5 Business Days notice to the Noteholders in respect of the relevant Tranche, the Issuer may. 
on any Interest Payment Date relating to a Tranche, redeem all (but not some only) of the Notes in such Tranche 
together with interest accrued to die date of redemption, provided mat. prior to giving any such notice, the Issuer shall 
have satisfied the Trustee that it will have funds not subject to the interest of any other person sufficient to fulfil its 
obligations in respect of such Tranche’: 

2. Sanctions and approves die modification and amendment of die terms and conditions of the Notes (the “Conditions") by: 

(a) amendment of the Supplemental Memorandum dated 27th September 1989 by inserting iroturdiaudy alter the words 
“31st October, 31st January, 30th April, 31st Julv" in the definition of Interest Payment Date the words “but so that 
| with effect from 31st July 1998 each subsequent Interest Payment Date shall be the lasr Business Day of each month - ; 

I (b) the insertion of die words “up to and including the period ending on (and including) 30th July 1998" after the words 
“subsequent period - in the second paragraph of Condition 4(a); 

M the insertion of the words “and after the Interest Period ending on (and inducting) 30th July 1998 each successive 1 
[ Interest Period thereafter shall begin on (and include) an Interest Payment Date and end on (and indnde) the dav j 

) immediately preceding the next Interest Payment Date at the end of the' first sentence of paragraph 2 of Condition 4(a): , 

(d) the replacement of the word 'five - in the first line of Condition 4(b) with ihc word “nro". 

3. Sanctions, approves and authorises the Trustee to enter into a supplemental trust deed and such other agree men is or 
dnciuncws (if any) as it ntay determine, on sodt terms as it. in to sole discretion, may agree, to pve effect to Resolutions 1 
and 2 above. 

Exprestauns defined in the Notes or in the Trust Deed (as amended by the Supplemental" Trust Deeds) shall have the same 
meanings when used in these resolutions". 

VOTING AND QUORUM 

! . A Noteholder wishing to attend and vote at the Meeting in person must produce at the Meeting either his definitive Noie(&} or 
a valid voting certificate or certificates issued by a Paying Agent relative ui the Note(s) in respect of which he wishes to vote. 

A Noteholder not intending to attend and vote at the Meeting in person may either deliver his Nate(s) or voting renifiaite(s) 
to the person whom he wishes to attend on his behalf or give a voting instruction (on a voting instruction form obtainable 
from uu* specified office of anv of the Paying Agent* set out below) instructing die Paring Agent to appoint one or more 
proxies to attend and vote at the Meeting in accordance with Iris instructions. 

Notes may be deposited with a Paying Agent or (to tbe satisfaction of the Paying Agrni) held to its order or under its control 
or blocked in an account with Morgan Guaranty Trust Company of New York, Brussels office, as operator of the Euroclear 
System or Cede) Bank, sotietc anon y me. for the purpose of obtaining voting certificates or riving voting ins tractions in 
respect of i be Mealing. in each case until 48Jiours before the time appointed for bolding the Meeting (or, if applicable, any 
adjourned such Meeting), but not thereafter! Am" N'ote(s) so deposited or Held or blocked will be released at die conclusion 
oT the Meeting (or. ff applicable, any adjourned such Meeting) or upon surrender of tile voting cenificate(s) or. not less than 
48 hours before the commencement of the Meeting (or, if applicable, any adjourned such Meeting), the revocation of the 
voting instructions given in respect thereof. . . 

2. T3ie quorum required ax the Meeting is one or more persons present holding Notes or voting certificates or bein'* proxies and 
together holding or representing not less than two-thirds of the aggregate priudpal amount of the Notes for the time being 
outstanding. If a quorum is not present at the Meeting within the time prescribed by tbe Trust Deed, the Meeting will be 
adjourned and the Extraordinary Resolution will be considered at an adjourned Meeting (notice of which will be gw* 31 to 
tbe Noteholders). The quorum at such an adjourned Meeting will be one or more persons present holding Notes or voting 
certificates or befog proxies and together holding or representing not less than two: thirds of the aggregate principal amount 
of the Notes for the time befog outstanding. 

3. Every question sub mil ted to the Meeting will be deckled on a show of hands ‘unless a poll is duly demanded by the Chairman 
of ihc Meeting nr by dir Issuer, the Trustee or one or more persons present holding one or more Notes or voting certificates 
or being a proxies’ and holding or represent ing in the aggregate not less than two per cent of the Principal Amount 
Outstanding of the Notch. On a show of hands every person wiio is present in person and produces a Note or voting certificate 
or is a proxy shall bare one vote. On- a pofl every person who is so present shall have one vote in respect of each £1 in 
principal amount of ihc Notes » produced or represented by the voting certificate so produced or in respect of which be is 
a proxy. Without prejudice to the terms or any block voting instruction, a voter shall not be obliged to exercise all the vows 
tn which he is entitled or to cast all the votes" which he exercises in the same way. 

-t. To be passed- an Extrooidinarv Resolution requires a majority iu favour consisting of not less than 75 per cent of the votes 
cast. It pasred. an Extraordinary Resolution will be binding upon all tbe Noteholder*, whether or not present at the Meeting 
and whether or not voting, and upon all holders of Coupons appertaining to die Notes. 

PRINCIPAL PAYING ACENT 

Moreau Guarantv Trust Companv of New York. 

60 "Mnoria Embankment, London EC4Y QJP 

PAYING ACENT 

Banquc Paribas (Luxembourg) 5.A. 

10A Boulevard Royal, L-2093 Luxembourg 

Tliis Notice is given bv: 

TMC P.I.M.Bif Firet Financing PLC 
Sir Williams Atkins House 
Ashley Avenue 

Swy KT1 8 5 .AS Daw* 1 M" 21si - ig08 

Noteholders whose Norm are held by Euroclear or Cede! Bank should contact the following for further information: 

Euroclear: Custody Operations Department (telephoue Brussels +322 5191211: telex: 61025) 

Cede! Bank: Corporate Action Departmeui (telephone Luxembourg +352 448 821; telex: 2791). 

This Nolire dues not constitute an offer of securities of the Issuer. 


TMC P.I.M.B.S. PLC 

(lhe “Issuer") 

(Incorporated with limited liability under tin: luwr uf Enulitml and 9 tile .- 1 

NOTICE OF A MEETING 

of the holders of the 
£250,000,000 Mortgage Backed Floating 
Rate Notes due 2030 of the Issuer 
(the “Noteholders*’ and the “Notes" respectively) 

NOTICE IS HEREBY GIVEN that a Meeting of iIk- Noteholder- v»mt-nril hi ihe 1— tier a ill 1 h- held in (i'i I lull mm Muiliu-t. 
London EC1A 2DY on Monday, 15th June 1998 ul 1 1.20um (London time) -«ir win ihcn-ufirr :i« ilir mwiiug uf tin- imliii-r.- 
of TMC Mortgage Securities No. 1 1 PLC nmea conclude?) fur ilu* piiqm-c uf citu-Mik-rins umL if ihuti-iht fit. na,,inu tlx*- following 
Resolutions which will be propos'd as Extraordinary Hi>nliiiiniL- in accordance with llie provision? <>| a mi-t ileeii dated 
26th June 1989 made between, inter alia, the Issuer ond Morgan Guaranty TrriM l.umji:un of New York. I .• •■!•]> *n nffirv. a.-. 
m»Mee for the Noteholders (tbe “Trailer - ), and r/ra-Liniiinp ihc Nuio i die "Trust Dml a>':iiiu-nil<-d bv a ~.u}ii>Il-iiic-iii:i 1 iru-i 
deed dated bth December 1989 made between, inter alia, the I-eiirr uml tin- Tm-lrc I the “Siippl.-iiieiiiiif 'lm-t Deed - )). 

PROPOSAL 

The Issuer is unending, subject ro die parting of the Extraordinary Resolution.-, redeem the Nun.-- in full m MMI jut ernt of 

their principal amount (plus accrued interest). The 1-suer lia- not yvi .li-n m die ariit-iult-ti n-ib-inptitui dan*, i luwewr. 

redemption will only occur on an interest payment >kite. 

Tbe Extraordinary Resolutions set out below, if duly pu.-sixL will approve die making of uni--iiihiit-.nl- m die u-rm.- uml •-iiiuliiiiiii- 
of the Notes (the “Condi tiou* - ) and to the Trust Deed ami urhrr agreement- in nnU-r |«> r.iciluan- tin- rcili-imiiiiui of the Nun— . 

Resolution 1 provides for lhe deletion of the rrquireiiu-iiir relating it. ihc priiicq-.il uiiikiiiii or ili>- \«-n-s n-ipiired to lx- 
outstanding at the time the issuer exerrucs the option to reiieeni die Nuies. The rn-ii-v- period in lx- giv.-u in tilic Nutt-hoMcm i* 
also omendrii 

Resolution 2 reduces the interest period of the Notes Truiii A tiiuiuli- to 1 month .uni inuk--- «-m-.-qni iin.-il iniii-uditient- to tlic 
Conditions. 

Resolution 3 authorises the Trustee to agree .imritdinrtit- to ihc Tnw Di— 1 ;uid other aorvciiicnt- i>> aiv«- i-OV-ci m R---X -tiiii-uv- 
1 and 2. 

If the Extraordinary Resolutions ore pas-ail. it i- uuririptiti-d dial ii-iliiV » ill Ih* given to tin- Tni-n-e :md 'viut-hi-hlm- of iln- 
redemption of the Notes on an imerr^i [uiymeni dine by piibliratiun iu the Finaiteiul Tmss .in> 1 thnmdi Mur<n-|--.ir mid Gi-ilrl ,u 
least 7 days before the redemption date. 

Id accordance with its normal pracrirv. the Tru-tt-r eiiirn— iw no opinion on tlx- nirrii* of iliwc jiniint-.il- or tin- Kvirui-niiuury 
Resolutions contained in this Notice hut hoi- nuihuriw] it to lx- -tated that it hit- ui-«-hj— -ii»>ii in tin- K<'->liiiii-ii- U ini: -iiliiniiii->T 
to the Noteholders for their contidc ration. 

EXTRAORDINARY RESOLITIONS 

“THAT this Meeting of die holder- of the £250.000.090 Mortgage Barked Flouting Ron* Note.- «lui- 2U30 t th>- “Non-- - ) of TMG 
P.I.MJJ.S. PLC (the "Issuer") caustiiuled by u trust deed ■ laird 2 wIi Jinn- 1‘WtQ and ni;uk* liriwmi. inter n/in. tin- I— tier un-l 
Morgan Guaranty Trust Companv of New York. Lotnlon iiffiee (dir “Trustee - . 1 >di>' "Tru-i Dt-ed - at umnidn.l Io u -uppli-nii-iintl 
trust deed dated'bih December 1989 made between, inter aha. ih<* I— in-r ami tin* Tni-n-c nln- “Supplcnii-nial Tni-t Di-nl - 1 1 
hereby: 

1. Sanctions and approves the modi firm inn ami uiih-iuJiim-iii of tin* term.- unit condition- >>f tin* Note- (I lie "(..■■niliiiniL- - ) lit 
die deletion in its entirety of Coniiirion 5(r | ami iL- replacement with the fnllowing: 

"Chi giving not less than 5 Business Duys nntk-r to the Noii-lmlder- in tv-p>*ci of tin* n-l'-inm 'iraiichi'. iln- Is-ncr iimv. 
on any Interest Payment Date relating to u Tranche, rrdrvm all I but not -•iiii>* only) of iln- Noli-.- in -iicli Trancin' 
together with interest accrued to die date of redemption, provided dim. prior in giving am mh-Ii noini-. ilir 1— tn-r -hull 
have satisfied the Trustee tiiHl it will have fund- nru .-ubjeri in the iim-n-.-l of :ui\ other |mt-oii -n(Iirirnt m fulfil ji- 
obliganons in respect of sucit Trunrhi- - : 

2. Sanctions and approve* the modification and amendment of tlie lenn- nn>l miidiiinn- of ihr Non-- - tin- ~i jiutliiiiui- - ) l>\: 

(a) amemiment of dw Supplemental Meniorattdiiin iluted l r hh Jutu* I**B9 (,, iu.i-niug iiiiiin-iliiiii-U after iht- wnnl- 
“27th August, 30th November. 28rli Fehniary. Hl-t May - in the definiiiun uf lnti*n--i I'aiiiiein Dan* ih»* word- "Inn 
so that with effect from 31 si August 1908 i-ach -uhsequi-iu Interesi Pay mem Dme -hall iln- la-t Hii-in>-— Dav of 
each month - : 

(b) the insertion of die words "up io uml iiirluditu: tin- |K*ri«d eliding on (ami im-Iuilim;] 2?ih \ngti-i after lhe wonL- 

“sulisequeni period" in the -ecoiui punt graph of t.Jiniliiinti 4(a): 

(c) the insertion of die words "and after lhe lnien*-t Period ending on (and iiii-hnUiig) 27tli Aiimi-i l ,K| M eneli siiece— ive 
I mi* rest Period thereafter shall begin "n fund include) an Inn-rc.-i Payineiii Dutc und end on (and include! ilir day 
immediately preceding lhe next Imere-t PayiiH-m l)aie‘ at dir end of the fir-i -emetice of fiunigrapli 2 of C-cndiiiou 4(ni: 

fdj the rcplaccmem of the word "five - in lhe fir-i lint- of fkutditioii -ti'bj with die woid "iwn - . 

3. Sanctions, approves and authorises die Tni-uc io finer into a -iipptenienial iru-i Jiixl and -itch mlu-r amvi-mi-ni- or 
docuniems (if any) as H may dei>-nnine. mi such terms us ii. fo its -ole di-creci*>n. inav aaree. n* ri'*‘ efftn n» Ri--oliiiioii^ 1 
and 2 above. 

Expressions defined fo the Notes or in lhe Tm-i Dn-il (as anuiided by die Suppk-uu-niai Tnisi Deed) -hull huve the -amr 
meanfog* when used fo dtese resolutions - . 

VOTING AND QUORUM 

1. A Noteholder wishing to attend and vote ai lhe Meeting fo person mtisi produce «i die Meeting either his definitive Noie(s) 
or a valid voting certifieaie or certificaies i-sued by a Purin.!* Agent relative to die NotH-) in respect uf which he wi.-hev tn 
vote. 

A Noteholder not in lending to attend and von- ut the Mix-ting in person may either deliver lii-> \ntn.-l or voting i-crtificaii-(s) 
to the person whom he wishes ro attend on Ids behalf or give “ voting instruction (on a votine iiisiniction bum nhiainahle 
[rum tne specified office of anv uf die Paving Ageiitx m-i out below ) instructing die Paying Agent in appoint ihip or uuuv 
proxies to attend and vote at the Meeting in arrunfuncr with his iu-i ructions. 

.Votes may be deposited with o Paying Agent or I to the satisfaction "f iln- Pavim.* Agi-iu ) held in its order nr under its control 
or blocked fo an account with Morgan Guaranty Trust ('•uiupany of New York. Brussels .iffic*-. as npreuiuc ■■£ the Ewwlegr : 
System or Cede! Bank, soeiete ununynu-. Tor die purpuse of ••btatning votins ceni ficauf or riving vui nig, iusi morion- in ■ 
n^pcci of the Meeting, ill each case until 48 hours before die lime appointed fur holding ihr Meetii!*: (or. if applicable, any 
adjourned such Meeting), but not diereafter. .Any Noie(f) «o deymsiu-d or held or blocked will l»* reltviwd .-u the conclusion 
of the Meeting (or. if applicable, any adjourned such Meeiingl or iirxin siim-mh-r of tin- vauitic «x-nificuic(-t or. ttui less than 
+8 hours before the coramencemeni of die Meeting (or. if applicable, any adjourned su*-Ji Sleeifog). tin* revrx-aiion of die 
voting fostnictioas given fo rcspcci diereuf. 

2. The quorum required at dii* Meeting is one or more iier-rais present holding Notes or voting ci-rrifiratis. nr ix-ing proxies and 
together holding or representing noi less than iwo-iliirds uf ihe aggregaic principal amount of die Notes for die lime bring 
outstanding. I Fa quorum is ncu pn-seni at ihr Meeting within in«- lime prescribed by tin* Tnisi Deed, die .Mi-- ling will lir 
adju umed and the Elxtraordimiry Resolution will he cnnshlered ai an adjourned Meeting (notice of which will he giwn in 
the Noteholders). The quorum ai such an adjourned Meeting wiU he mie or more pi'rson 4 nn-sf.-iu holding Note* nr voting 
certificates or being proxies and together holding or representing rmi le— ihuu iw oiliirvi- uf ihc aggregate principal amount 
of the Notes for the dme being outstanding. 

3. Every question submitted to the Meeting will be derided un u show uf hand- unless a pull is duly dejiuuulrd by die Cluiirutan 
of lhe Meeting nr by lhe Issuer, the Trustee or one or mure pcr-nn- pre-rni holding one or more Nous or voting cerrificaiis 
or bring a proxies and holding or representing in the aggregate not less than two per rein of tin- Principiil Ainniiiti 
Outstanding uf die Notes. On a show of hands every person w ho is pre-mr in person and prexhnx-s a Note or voting eenificaie 
or is a proxy shall have one vole. On a poll every person who is so present shall huve one vote in respect of each ill in 
principal amount of the Note- so produced or renre seined by ih>- voting eenificaie -r> produced nr in re-ju-cr of which he is 
a proxy. Wiibout prejudice io the terms of any block voting in-t ruction, a voter shall itat Ik- obliged in cvrvi*e all ihe votes- 
to which he is enrided or tn cast all die votes which he exetri-e- in the -ante way. 

4. To be passed, an Extraordinary Resolution n-ijiiins a majority in favour run-i-ting of noi less ilum 75.) ter ix-m nr tin- vole- 
cast. Il passed, an Extraordinary Resolution will be hiiidittg upon idl tin.* Nt it i-lioldi-T*. whether or imi pre-x*nt ul the Meeting 
and whether or not voting, and' upon nil hnlil>*rs of Coupons appertaining m tin- Note-. 

PRINCIPAL PAYING AGENT 

Morgan Cuaranrv Tm-t Qaiipanv of New York. 

60 Yicroria Embank mem. l^nulnn EC-tY OJP 

PAYING ACENT 

Bunque Parihus (l.uxeiubourg) S.A. 

|0A 8oulr\ ard Royal. L-2093 Ltixi niiimirg 

This Notice is given Lv: 

TMC P.LVLBiTPLC ' 

Sir WiUiams Atkins House 

.Ashley .Avenue 

Epsom 

Surrey KT18 5AS Dm. -I May 2l-t. I° l '8 

Noteholders whose Notes are held by F-urmH'-ar or f.’rdrl Bunk -liould i-c.niaci th.- following f-.r fiuilicr iiifunnaiioii. 

Euroclear: Custody Operations Department Kelephone Bm-seL +322 5191211: iek-\: 61025) 

Cedel Bank: Corporate Action Department (iriephnni* Lu.vrniliuurg +352 -H3 821: telex: 27°1 j. 

This Notice does not constitute an offer uf securities* of the Issuer. 


sneraton Body Clock Cuisine 



What would you like for dinner? Breakfast. 


Sheraton and AT &T have jrined forces to 
t.-lr cure of the Busmess traveller's needs, 
both cnentaJ and physkat So we introduced 
Body Qock Cuisine m afl of our 
: t -p airport hotels. 

AMT It's ample If you fed like eggs 

let mi -*■*•*• »— • 


on toast at 9.00 pro, you get eggs on toast Not 
adirtylods. • 

You'll also find the AT&T Direct** Service 
Speed Dii] Feature in many rooms. 

Just tbe touch of a button provides fast 
connections, with the dearest sound quality* on 

'□matlmdmi IWTtujuxncr preference midy- 


Sheraton 

Bsnukuwim 

calk bad to the United States. Sheraton and 
AT&T. WD look after you, body and mind. 

For reservatioos, call our Global ^ Toll Free 
no. 00880-325353535 or visit wwwxberatoo^otn. 

Or to know more about AT&T, set 
wwwjtLcam/travder. 


Financial Times Surveys 

Real Estate 
Investment & 
Finance 

Monday, June 15 

For further information please contact: 

Tim Hart in New York on 
Tel: +1 212 745 1341 
or 

William MacLeod on 
Tel:+44 171 873 3G99 
email: wifliam.madeod@FT.com 

FINANCIAL TIMES 

No FT, no comment. 
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COMPANIES & FINANCE: EUROPE 


ENTERTAINMENT FRENCH MEDIA GROUP INT ERES TED IN DEAL WITH SEAGRAM FOLLOWI NG A SUCC ESSFUL BID 

Canal Plus eyes PolyGram films 


By ABce RansOion] 

Canal Plus, the French 
media group, Is interested in 
acquiring: the film division of 
PolyGram, the Dutch enter- 
tainment company for which 
Seagram, the Canadian 
drinks group, has mounted a 
SlObn-plus bid. 

Selling PolyGram’s film 
business to Canal Plus 
would prevent Europe’s larg- 
est film production and dis- 
tribution company, which 
has released a series of box 
office hits including Tram- 
spotting and Bean, from 
being folded Into Universal, 
Seagram's Hollywood film 
studio. 

PolyGram has invested 
$1.2bn in establishing its 
film company in a bid to 
establish the first European 
rival to the US studios. The 
film division, which owns 
the rights to such classic TV 
series as Thundertnrds and 
The Prisoner, Is still in the 


red, but scheduled to break 
even next year. 

Seagram is principally 
interested in merging 
PolyGram’s record labels 
with its Universal Music 
subsidiary. It is believed to 
be willing to sell the film 
division to avoid a political 
row In Europe. 

Pierre Lescure, Canal Plus 
chairman, said yesterday, 
that his company was “ready 
to study a European solu- 
tion” for PolyGram's film 
business. Canal Plus 
declined to comment on bow 
the “solution” might be 
structured. 

However, it is understood 
the French group made 
informal approaches earlier 
this week to PolyGram. Phil- 
ips, its Dutch parent com- 
pany. and Seagram. 

The Philips board, which 
met in Amsterdam yesterday 
to discuss Seagram’s offer, is 
believed to have decided that 
it would be too complicated 



Pierre Lescure: “ready to study a 
to sell the film and music 
divisions separately. 

Seagram. Hag submitted an 
outline offer of cash and 
shares for Philips' 75 per 
cent holding, and also 
intends to bid for the 25 per 
cent in public issue. Poly- 


Europeen solution' AP 

Gram's board will discuss 
the Seagram offers at a 
meeting in New York today. 

If the deal goes through. 
Seagram will acquire 100 per 
cent of PolyGram, and then 
sell the film company to 
Canal Plus. A possible com- 


Mannesmann telecoms 
arm lifts revenues 67% 


By Ralph Atkins 
in Bom 

Mannesmann Arc or, one of 
Germany's new telecoms 
groups, lifted turnover 67 per 
cent to DM38Gm ($213m) in 
the three months after full 
liberalisation of the market 
on January 1, with half the 
increase coming from pri- 
vate customers, according to 
results released yesterday by 
Mannesmann, its parent ■ 

The strong growth sug- 
gests that Mannesmann 
Arcor, which said it was car- 
rying 7m minutes of conver- 
sation a day on its fixed-line 
network, is making signifi- 
cant inroads to the market 
dominated by Deutsche Tele- 
kom. 

Mannesmann Mobilfunk, 
which operates D2, Ger- 
many’s largest digital mobile 
network, lifted turnover 
34 per cent to DM1.6bn in the 


quarter. No profit figures 
were released, but Mannes- 
mann also said its engineer- 
ing businesses would see a 
substantial improvement 
this year. 

Meanwhile, o.tel.o, the 
rival fixed-line telecoms 
company owned by the Veba 
and RWE industrial con- 
glomerates, yesterday 
unveiled a change in strat- 
egy in the hope of overcom- 
ing customer hesitancy 
towards new services. 

It said it would Join Man- 
nesmann Arcor In offering 
“call by call” use of its ser- 
vices without any need to 
pre-register as a customer. 
“Call by call” services are 
available by dialing a five- 
digit code. 

O.teLo said that its “pre- 
selection" business - by 
which customers contract to 
a new carrier and need not 
use an additional code - was 


proving “a little slow”. 

However, the group said 
customers wanted to test the 
new telecoms services avail- 
able since liberalisation and 
that oleLo had -a very high 
recognition rate. It added 
that demand from large and 
family-owned businesses was 
r unning ahead of expecta- 
tions. 

O.teLo may have suffered 
by delaying the launch of its 
public voice services until 
ApriL 

This week Viag, the 
Munich-based conglomerate, 
indicated it was looking to 
expand its nascent telecoms 
operations in eastern 
Europe, alongside its energy 
interests, with Hungary and 
possibly the Czech Republic 
as priorities. 

Viag’s German mobile ser- 
vices would begin “in late 
summer”, a few months later 
than expected. 



TMC Mortgage Securities No. 10 PLC 

(the Issue?) 

(Incorporated witfi BmHod fiahWy under the laws of England and Wales) 

Notice of a Meeting of ths holders of ths 

£200,000,000 Mortgage Backed Floating Rate Notes due 2019 
of the issuer 

(ttw Ttoehokierfancimo -Notes’ respectively) 

NOTICE IS HEREBY GIVEN Biat a Mwdng ol ths Noteholder convened by tha Issuer «dl be held a 65 Hotxxn viaduct 
London EG1 A 2DY on Monday, June 15, 1 098 at W0 ajn. (London time) (or as soon thereafter as Bis masting o( B» hokJere 
at TMC Mortgage Secudfes Na 9 PLC notes con cl udes) tor Bte purpose at c on ai dtaing end, > toought Et, passing Vte 
folkwtagFtestauiiorM which wW be proposed as Extracnttrey Rasctutlons m acc oi riancewttiBw provis i o n s ota wist deed 
dated October fit 1969 made between the Issuer and The Chase Manhattan Bank, N A, as trustee for the NoMhoMm (Bw 
Trustee'), end constituting ttw Notes (the Trust OoacT). 

PROPOSAL 

The Issuer to Meriting, subject to the passing of the Ex&wxdtaary FtosMudons, to redeem the Notes ki ful ePOO per cenL ot 
their prttdpal amount (plus accrued Merest). The Issuer has not yet determined the Mended redem p tion date. However, 
redemption wifi only occur on an interest payment data. 

The Extraordinary Resolutions set om below. It (My passed, wU approve tie malting at smentenenu to the terms end 
commons ot the Notes (Ihe "Condtaans") and to the That Deed ta order to laeflata the redemption at the Notes. 

ResahJOanl provides for the dotation at tha requhemem reianng to the principal amount of the Notes required to be 

outstancRngn the Gme Nw bnuer exercises me option to redeem Ihe Notes. The rtflcs period to be given ig the TVustee end 

ttw Noteholders is atao amended. 

ResoMlon2 reduces Ihe Merest period of Dn Notes horn 3 months tot month and makes consequential amendmensto die 
Conations. 

Resolution 3 authorises die Trustee to agree amendments to tha Trust Deed and other atyeements to gfvg elect to 
Resolutions tend 2. 

Itttw ExtraoRtnary Rssotutions are passed, it ta antidpeted mat notice wfl be givan to Natahoktars at the redamption ot the 
Nous on an Merest payment date by puMcation In the Rnwnai Times and the Luxemburger Won and through Eurodear 
and Cadel at least 7 days before the redemption date. 

In accordance wtot Its normal practice, Bw Trustee eqitpsaw no opinion on Ihe media ofdieae proposals or Ihe Etamoritawiy 
ResoMtons contained in this Notice but has suthortsed n to be stated teat < has no ohiecitan to the Resotutrona twig 
subnstted to die Noteholders lor their eonaUdiadon. 

EXTRAORDINARY RESOLUTIONS 

THAT this Meeting of die hokJere at the £200.000400 Mortgage Backed Rooting Rate Notes due 2019 (the ’Nates') ot TMC 
Mortgage Seasides No nj PLC (ttw "tsauar) constituted by a dust deed deted Octobero; 1989 end made between the Issuer 
and The Chase Manhattan Bank. ILA. (die Trustee") (d» Trust Deed") hereby: 

1. Sanctions end approves the morsfleatton and amendment efttw terms end commons of the Notes {the "Conations') by the 
delation In Its entirety ol CondWon 5(0 Bnd *3 replacement with the foBwrtng; 

"On ghrtng mt leas than S Business Days notice to Ihe Notahatdars the Issuer may. on any Interest Payment Date, 
redeem el (but not some only) ot die Notes at their Prtnapai Amount Outtaandng together wtti interest accrued to Ihe 
data ol radanvOon. provided that, prior u gMng any such notica. Bre Issuer shed low satisfied the Trustee that it wfil 
haw tends ml subject to the Interest ol any oStar person suflfctant to tuBB xs oHgwtons hereunder*; 

2. Sanctions end approves die modecatJon and amendment of the terms and condHons of d» Notes (Bre ’CondUrons 1 ) by: 

(a) Ihe insertion ol Bre words fop to end Inducing the last Business Day in June 1998 and thereafter manttty n arrear on Bte 

last BtMness Day ol Mi month' after dte word "yeai” I" the Bret sentSKa of tha Best pantgrapli of Conddon 4la); 
lb) the Ina ni tio n ol die words "up to and inducing tee period anting on (and indurfing) June 30. T9W after Bte words 
■December 31, 1988 and" m the tost sentence d Bn second paragraph ot CcndMon 4(a): 

(c) me tosattion of the words "end after B« Merest Period endtog on {and mducing) Jute 30, 1998 each successive period 
beginning an (and todutlngi an Inorest Payment Date and erxflng on (and imsxteig) Bia day immedlaMy preceding 
Bte next Merest Payment Date" after Ihe wort "respectively" In Hie flret sentence d the second paragraph ol CondSon 
4(e); 

(d) Bte rap ta car n e H of Bie word "live" In the thstHnaotCondtoon 4(b) wlttitiw wo r d "twtf: 

(e) B« repkKamant erf toe warns three month testing deposits in London" in ttw Bret sentence ot OsndBon 4(00) with Bte 
wonts "One month surflng dspoahs In London^ 

(F) ttw raptawnwnt of the wonta’ttnwmanttW’w the definition e»CoBecflonPanodtaContfwn5(bKI)witfitfw words fone 
month". 

3. Sanctons, approves end eudwriaes the Trustee to enter Into a supplemental truer deed end wch other araeamants or 
documents (tf any; as ttmayde a w nto a. an such terms as B. in fls sole dacratan. may agree, to ghre afied to ResotuBonst 
Kid 2 abort, 

&qgssstons defined In Bte Notes or In Bte That Deed tawfi have me aanwaw a tanga when uaed In Bteseresduttons." 

VOTING AND QUORUM 

1. A Noteholder wishing to attend end vote at Bie Meeting fat person musteroduca at the Meeting attar Ns ddMtrve Natafo) 
or a vaM voting certWcats or certtfleaMs boned by a Paying Agent ratafee to ttw Nota(e) m reaped ol Mikh ha wishes to 
vote. 

A Noteholder not mtendng to attend end vote a the Meeting In parson may eBtier defivsr his Notafs) or voting certificated 
to ttw person whom he mafias to attend on Ns beftaf or give a voting trotiuctior (on a voting tastnictian tomt austastts 
(tom Bie speeded office of any ot tiw Paying Agents eel out befow) Instructing a Paying Agent to appemt one or more . 
proxies to aaend end vote at Bw Mealing In sccordanee wito lu inatnidiana. 

Notes ray be deposited wflh a Paying Agent or (to Bte safletedtan of Bie Paywg Agent) held to Bsotder or under Hs control 
or Mocked in ret account wWi Mmgan Guaranty Trutt Company of New Wnk. Brussels oflea, as apentord tiw Bxoctanr 
System or Cedd Bank. aoctatt anonyms, tor tee purpose ot obtaining voting cartBas es or frring voting Instructions to 
reapad of Vm Meeting. In each case until 48 hours batora Sw Bma appctaUd tor hoidng ttw Meeting (or. R apptcoMe. any 
arfoumed aueh Maettog), but not thereafter. Any Noto(a) so dapastad or held or btoeftad w» be rataeaad si die condudan 
ol the Msettog (on # sppticsue, any adjourned such Meeting) w upon aisrendar of the vodng oerdflcaia(s) ot na less then 
*8 hours bdore Bre eo mm enc e mancol Bar MeeBng |oc It applxatoie. any amounted such Mea lin g), tea revocation of Bte 
voting trw&ueaons ghren In reaped Biereof. 

2. The quonxnreqdrad at ttw M ee t ing is one or more persom present hofclno Notes or votkig ew Wl mtes or being proaOes 
end togeBwrhddng or repres e nting not toss Bran iwod w ds at Bte aggregate principal renount of Bie Notes tor Bte tote 
betoBoutt U ndng. Baquanmtle not present a the Meeti n g wahm Bte time prescribed by Bte Trod Died, Bm Ms eBngwB 
be atfaumad and Bte Extraonflnaiy Reedueon wfl be considered al an aloijtned Maaflng imflai ol which wfl be ghmn u 
the Noteholders). The quotum et such an amounted Mee B n g wB be one or more persons present hoidng Notes or voang 
cerdBcates or being pnwiea end togeBier holding or reprMertngnottess than two4snk of the aggregate principal amaM 
of Bie Notes tar Bte tkne bdng outstanotoe. 

3. Every question cutxmad u the Uealng wffl be dsexied on a show of handa urden a pofl Is ddy demanded by the : 
Otelrman of Bte M o ating or by the teuar, tea TVtistee or one or ntorepengg pre sent tioMfifl one or more Noim or voflng , 

. o sr ta cetos or being pnadas end hoMng or repreeerdng In Bw a ggreg a te not Ices than tore par cant efflte Principal Amotmt I 
Outetendlog of the Notes- Oi a shMd hands *voiyp«acxT«ho b present in person aid preducea a ttote or voting : 
cmWcate or it aptoiiyshti have one vole. On apol every person who is to present shall have one voce In mspod of each | 
El to prindpd mount of Bre Notes npractoced or represented by BMvoBogcertBicBnao produced or to respect of which ! 
tte tea proxy. Vflmdprdudkte® the temw of ary dock vodifllrBtnjction, a voter shal not be obtoeri to exarosa dims ! 
votee to which he b eroded or to cast all Bte vote* wNch he exmetoes kn Bte same way. 

*. be p eie ed.mEartexdnary Re id u tlanretyaraa 8 matorty to favour ccnsaangrt not less man 75 per cant ol Bie votes 

cast. BpaiEed.BsiExirepnsnaiyResoQAunwfl be btndngipon an Bte MnefnldBni,wtw8tsr or not posent at the Meeting 
and whether or not voang. end upon al Udders of Coupons ap pertaining a tea Notes. 

PRINCIPAL PAYING AGPNT PAYING AGBTT 

The ChaaeM a d ta n a ri Bank ra wMWwi MiiMBMV iiiiMiiw— 

Trinfty Tower 5 ruePlaetls 

9 Thomas More EStraoL London El 9TT L-2338 Luxembourg 

This Notice lagfvtn by; 

TMC Mortgage SeoaUeaNtelO PLC 

SkWatomaAMns House. AsMay Avenue. Epsom. Surrey KTS5AS Mey 21,1996 

Msahotoere whose Notes are held by Eumdeerar Cedd Bend should contact the toeowmg far Krto irfonreflotr 
Ewodeor Owtody Operations DeptsTmonf (W. Brussels +322 6t9i2Ti : telex dKSS) 

Cede! Bank Cotporate Action Dapstmant(teL Luxembourg 448 62 lMex 2791). 

TtVs Notice does nor cor uB t u te an ofter of sacunaes of the bnier 


plication is the threat of an 
antitrust investigation into 

the merge: of PolyGram and 

Seagram's US music Inter- 
ests, which would have a 
combined market share of 24 
per cent. A lengthy investi- 
gation would delay coszqde-, 
tion of the Seagram deal, 
and the proposed sale to 
Canal Plus. 

Canal Plus has substantial 
pay-TV interests in France. 
Italy and Spain, and recently 
increased its investment In 
feature film production- It 
clinched a deal this spring to 
invest SlOQm in a co-produc- 
tion joint venture with 
Warner Bros, the US film 
studio. 

Acquiring PolyGram’s film 
business would turn Canal 
Plus into Europe’s most pow- 
erful film group, and reduce 
its reliance on the Holly- 
wood studios as ffixn suppli- 
ers. Canal Plus already has a 
long-term supply deal with 
PolyGram's film division. 


ENI rises despite 
decline in sales 


By Paul Betts 

ENI, the Italian ail and gas 
group, yesterday reported a 
3 per cent increase in operat- 
ing income to L3,901bn 
($L2bn) in the first quarto:, 
in spite of lower sales of 
Ll(L316bn 

It is the first time the com- 
pany has published quar- 
terly operating results and 
reflects the imminent by 
the Italian Treasury of a 
fourth tranche of ENI 
shares. 

The Treasury is expected 
to sell a further stake of 
about 12 per cent, raising 
around L12JX)0bn The latest 
sell-off will take the govern- 
ment's stake in the oil group 
below 50 per cent 

ENI said the 3 per cent 
rise in first-quarter operat- 
ing income was achieved 
in spite of a 33.8 per 
cent fell in oil prices. 


Ihe decline was offeet by 
highpr volumes, the group’s 
mixed business portfolio 
and a redaction in fixed 
costs and overheads follow- 
ing disposals and stream 
Kiting 1 

Capital expenditures in 
the quarter rose 423 per cent 
to L2,184bn, concentrated 
mainly in exploration and 
production. Net borrowings 
fell sharply, from U5^87bn 
at the end of December 1997 
to LKMMBbn, because of sea- 
sonal fectars as well as capi- 
tal gains from the sale of 
shares in its Saipem nffiteld 
services subsidiary and the 
Naovo Plgnane engineering 
company. 

ENI sold 115m Saipem 
shares on the market, mak- 
ing a L600bn capital gain. It 
made a farther LlOObn gain 
from the sale of a 9 per cent 
stake in Naovo Plgnane to 
General Electric of the US. 


Ml to 
make 
L647bn 
cash call 

By Pari Betti al IBM 

mi Rw industrial KnMing of 
Italy’s Agnelli family, yester- 
day announced a L647bn 
(5368m) capital increase to 
help fund the development 
of its investments in the 
Twinkim* leisure *****! retail- 
ing sectors. 

The quoted company, 60.7 
per cent controlled by the 
Agnelli Iff holding group, 
also said consolidated group 
profits rose nearly 50 per ‘ 
cent last year to L505J5bn. ' 

It raised its dividend on ; 
both ordinary and savings 
shares by LI 0. to L140 and' 
L160 respectively. 

The cash call involves an 
offer of four new ordinary 
shares and afree wsurantfor 
every 40 shares held and 
four new savings s har es and 
a free warrant for every 40 
savings shares. 

The new ordinary shares 
are priced at L8.000 each, 
while the savings shares will 
be L4300. Ifil ordinary 
shares have been trading at 
just ova: L9.000, while the 
savings shares have been 
rfhang in g hands at L5£50. 

The issue wfil raise a total 
of LSISbn, while the exercise 
of the warrants will produce 

an aritfrKrmaT T.UMTm Ifi s&id 

it would take up all its 
rights. 

Ifil last year completed a 
series of deals frtdndtng the 

! awpitciH^m nf a stake in Isti- 
tuto Bancario San Paolo di 
Torino, which is merging 
with the IMI hanking group. 

It acquired control of the 
Worms group of France and 
masterminded the retailing 
alliance between Rinascente 
and Auchan, - the French 
company. 

The holding company, 
headed by .Umberto Agnelli. 
has sought to diversify its 
portfolio to reduce the 
weight of its car interests. 

Ifil controls 12.7 per cent of 
the Flat automotive group. 
However, its diversification 
means fills accounts far only 
about 28 per cent of total 
assets. 


TMC Mortgage Securities No.11 PLC ~ 

tVw Issuer*) 

(Incorporated with tented BabMy under the tons of England and Webs) 

Notice of a Meeting of the hoider* of ttw 

£500,000,000 Mortgage Backed Floating Rate Notes due 2020 
of the Issuer 

(the J/ctetnkfais-andffm Ttofes'rBspectfwW 

NOTICE IS HEREBYGIVB>I that a Meeting of Bte NotehoMore convened tqr Bte Newer Waite IteM at 85 Hotoom VtaduCL 
London ECTA2DY on Monday, June , B.199eatU35ajTi. (London Brae) (« aasoontfwr aa fter aa Bie maeftag of BwhoMaie 
of TMC Mortgage Securities Na 10 PUS nates concludes) far Bte ptxpose of conridering and, 0 thought BL passing Bte 
tofcwring RaaotoHone which be proponed as Extraordnaiy ReeoMtono to accordance wtth the provtolonacrfemoi deed 
dated December 20. 1968 made between ttw taauer end The Chase Ma r^ta aen Bank. NA, as trustee tor Bte Notefibktera 
(the Trustee^, and consteuting the Notes (tfte Trust DeecT). 

PROPOSAL 

The Issuer to htten teng. subject to Bte passing of BwExtreowinaty R wi lul lo nB. to redee m the Notes In MtftTOO per cenL of 
their principal amount (plus accrued interest). The Issuer has not yotdetenninad tie intended radernpdon date. Hoarewr, 
redamption wH ortjr occur on an Merest pajrn»n( date. 

The E x lraonri na ry Reaoiultons sol out below, If duly passed, wti approve the making of amendment# to the Mins and 
candUora of Bw Notes (Bw "CondMonO and to 0» Truer Deed In order to tactetata the radempBon of Bie Note* 

Resolution i provides tor the detodon ot Bn req^remeniB retoUng to Bw prindpel amount of Bw Notee required to be 
outfltarxfcjg et the Bme Bw Issuer earctaes Bw option to redeem Bte Notes. Ttw notice period to tw ghren to Iw Ttustaa and 
tha NotehoMenila also a mended. 

Reeotuflon2 reduces Bw Interest period of the Notes bom 3 months tot month and rnahasconBaquandalernaniiMant s loflw 
CwKtttons. 

ResoMton 3 ouBxtrises Bw Trustee to eoree am end m en a to the Trust Deed end other agreements to give effect to 
Resol u tlon»1and2. 

If the Exbeordtoary ReaohAons era passed. It ta siUdpwed that notice wR be ghren to Noteholdam of the redempBon of Bw 
Notes on an Interest payment date by pubdcaitonin the Rnendel Ttmee end Bte Uorembuger Wort and Braugh Bndaar 
and Cadet at least 7 days before Bw redam p tion date. 

In accordance wilh ns normal practice, the Trustee expresses no optatan on Bte merits of Blew prapoeelear the Bflraordtoary 
HesohiUcnB co n &toad to Bits Notice but haa euthoriaad a to be stated teat ft has no obfecBon to Bw Reeaiuttons being 
sufammedtoBwftowfiQld e rntarftwlrcon si deraflon. 

EXTTtAOROMARY RESOLUTIONS 

THAT Bds MeeSng tri the hofders of Bw G500roab00 Mcstgaga Backed Ftomhig Rats Notes due 2020 (Bw "NoteaT) oFTMC 
Mortgage Securities No.tf PLC (Bw "TsauaT) constituted by a trust deed dated December 20, 1968 and made between ttw 
Issuer and Tha Chase Manhattan Bank. N JL (Bie^ Trusted") (Bw Ttust DeacT) hereby: 

1 Sanciiona end appiweaflwniod HI calion and amendment of the terra wid corxMons of Bw No te s (Bw iCondWonel by Bw 
detafion to is entirely of ComBtan 5(c) and in reptecement«4tti Bw Mowing: 

"On giving not less Own 6 Butanes# Days notkw to Bw NoMhoklar* Bw Iseuer may. on any Interest Payment Date. 1 
redeem an (but not some only) of Bw Notes « their Principal AnxwrtO uMan ttng together tetotowrest accrued to Bw . 

ol redemption, provided Bed. prior to gMng any such nottoe, Bw Issuer ahal have eeitaffed ttw Trastee Bret ft w* 
have hinds nd subject to Bte htereta of sty otttar parson auffletant to MIS fts abffgtBtons hereundeT; 

2. Sanctions and approves B» modBemtan andamendment of Bw tenm and condMons of the Notes (Bw "CandteoneT) by: 
te) the Iraarifonrt Ihe wonfe "up to and teeming the lata Business Day to Junei99B and Bwnwfto r monthly to arrearonBta 

last Business Day of esch monBi" after Bw word ^mar* In B» Best sentence of Bw Brst paragraph of OoraBBan 4(e)r 
lb) the Insertion of Bw warCta to end toduclng the period endtog on fond todudhig) Jane 29. 1998* after Bw words 
"ou to nquunl (n ttw ttijirt of QgkMon 

(c) the tosetBon af the wards "tend after Bw totaresi Period endtog an (end hdudug) June 29. 1998 each eucceetave 
Interest Period sheB begin on (and toduda) an Merest Payment Date and end on (and Include) Bw dey fmotedtaMy 

preced in g ttw new Interest Payownt Date" at Bwendofpamgreph 3 ofCondfttan 4(e): 

(d) Bie mptecemerd ol Bw word "BW In Bw Dmt line of CandBton 4(b) «0i Bw wort "Wtf; 

(e) ttw reutecemerBol ttw worts ^ Three month sterling depotato In London: to the tael Berenice of Gondtton 4(cXI)«4BiBw 
words tone month stertng deposits to London": 

PJ Bwie ^ a cementof the wonls Three months: In Bw deflriMon of CdtecBon Period In Gondtoon 6(h)(1) with ttw words to ne 
month:. 

X Sanctions, approves end authorises Bw Thtsbe to enter Mo a supptemanM trust deed and such other agreements or . 
doavnents (B any) as it may determine, on such terns as h, ta Its sole dtacMSon, may agree, to ghe effect to Resokrtesvi 

end 2 above. 

Expresstons deBned to Bw Notes or to Bw Trust Daed taital have ttw sene meanings when used In flwse reeatudone." 

VOIMO AND OUORUf 

t a Noteholdar wishing to attend and vote at Bw Meettog h pemorrmuta produce at Bw Meeting aflher Ns dsfMBve NoMa) 
or^vaM voting cerOOcate or catflkstes taeued by a Paying Agent rataflw to Bw Noie(s) In rasped of which tw wMwc to 

A Noteholder not totendlng to attend aid vote at the Mee B ng tojaaon may etBwrdaBver his No»(s)orvottiii u ca t B Bmle (ta 
to Bw person whom Jtewtahes to attend on hie btahatf or t^mavollnglnsteJcllon(ona»ottnBfti s t nx aon farm obte l ntatle 

ten ttw specified office ol any d the Paying Agents set out betaw) htatucfctg a Payhg Agent to appoint one or more 
P«wi« to attend and rate et Bw Meeting to accordance vritti his fostiuaions. 

Nteesmay be depotatsdwah a Paying Agree or (to the stalstectton of the Paying Agent) held to As outer or ayter tts control 
or Mocked to an aocouit wfth Morgan Ouarerty Trust Ccntoany of New Vbrlw Bruaaate office, as operator of Bte Eunctser 
* oe ^ ano ^^ > ^ oWa ^ w 9*vte »«iig htaiuofcns to 

(M^theMeraj^ ^cbm urBR 48 hourebalcM Bw tarw appointed for hokttng Bw Meeting (or. B eppBcteile. arv 
butnotmareanat AnyNote(i) sodapoaitadorteMor Mocked Ml be ratoesedalBiecanehitaan 
^ eppaeatiftLany ^ as9oumed eutft MeMng) or upon aurrenderol Bw vottngcartlllcateW or. oof lees Bwn 

48hcurabeimBttwcammanceniant of tha Meeting (or. If totoikaMe. any a^oumed such MeeBng, the ravocefion of Bw 

vottogtosbuebans ghren to respect meracri. 

I The auorum required at Bw Meeting 1s ana or more peraons preeenl taking Notee or voBng osnMeaaee or bekw praxto# 
y** toB oBwt hoM ng or lepresanEngnM le s etf ie ntwo-ttihds of Bwaggegateprindpet amount of BwNoSes for Bwime 
betogoutstmdng. Be tpxuum to not present atttw Moating within Bw Urns prasotwd by BwTtuet Deed, BwMffBngvril 

th e Noteh Mdea^. The quomm at audi an atBoixned Me eBn g wM be one or mare persons prseetBholiBnn Noses or votow 
eemncBtes or twing prorties rmd togeBwr hoidng or rapramifing not toss Inn twrHhMs of the egtregate trttetari enowt 
a( the KMes for the tinw being outaarKflng. 

3. Every qu oaBon siterAted to the Moating «fl be decided on a show of lands unless a pofl is diiy de m anded by the. 
oteran of me Meettog oc by Bis taeuer, Bw Trustee or aneor more persons present baking one or more Now or voting 

rartflfcates or betog proxies and hokSng or reprwenthB In Bweggmgeie no! toee than two per cem. of BwPrlndpef Amount 

o uttaanan g of Bw Notes. &i a show ol hands angry peraon who ta present to parson end txoduces a Note or voting 

wrtfficate or rsapraty shall have one vote. Ona pal *v»y person who laso present ahafl have one vote in respect of eta* 
Elm pnndpalwngrrtal the Notes so produced or reaesentad by Bte voOng cenB ate adpredutad or to respect otwhMi 
he s a proxy WlhotB prefudee to Bw tarns of ary block wtfttg toSroctton. a voter shad not be obRged to bwicIm al Bw 
wtesto which hetanranedortocasttal thevoteeMNdtheexaniBecto BwcamawaK 
4 - To jw. pBBaMl mEtorattrtanBy Resolution tBqulrMema(ori^toigwteBinstattogofnotl»s«than 75 par OenL of ttw votes 
?*?• ^P? M A | * w ^ caa,T A |ai y^ aBO * ll ^ oni,l *heti ir irBngryonailhtNottaKi | dfi>,wfteiterornofpfBeaoiaiBwMeeftog 
and whmhw or not «tfng, and imonol holders of Colsons appertaining to BwNotet • 1 


PKNCtML PAYING AGENT 
The Chase Mxnftanen Bank 

TfWtyTow 

9 Thomae More Street London El BYT 


PAYMGAGBfT 

Cheaw Menfaetteo Bank Lmsmbowg SJL 
Siua.Ptaetb 
L-233A Luxembourg 


This Notice is ghren by. 

TMC MrefgageSeevfanNB.il PLC 

Sr WflnamsAtWns House. AshfoyAvmuft, Epsom, StereyKTia MS Mey2U99B 

Natehokfcre whose Nrtes are heM by EuroctearorCedta Bank ttfwiBdcorttart the tailoring for further tofomnlon: - 
Eurodear. Custody aperaBofBDepaffnwtt(teL0njsse!9 +322 5191211: telex 61023) 

CkM Bartc Corporate AchenDWJWWntlW.LiMnitxjurg +352 443 821 : teto*27B1JL 

TNs ffedee does not constitute an aBerof aecuriHes of Bw tesuK 



~ NEWS DIGEST 

M OTOR IHDUS TBY ■ 

GM moves to stem union 
dissent at Adam Opel 

Gonerel Motors moved swtftfy to reaffirm Ms commitment to 
its Atten Opei subskSary in Germany yestwtiay after workers 
representatives warned they would delay plans to replace the 
OTHpan/s chflafTBOf unless their concerns were met 
GM said signs of “deer mutual understanding' and "trans- 
parency” In discussions' with union leaders regarding Its plans 
. tn Europe and the future status of Opel, “would further 
strengthen the role and position of Adam Opel as the lead 
unit rn GM's European and Internati on al Operations”. 

The move foSowed a s ta tement from employee representa- 
tives on Opal’s supervisory board that theCr backing norths 
replacement of David Henman as OpeTs chairman by Gary 
Cowgar was “depend e nt on the on-going structural discus- 
sions with General Motors. Before personnel matters can be 
deckled on, ihe Issues concerning Adam OpeTs setr-sufn- 
tifcrK 7 arel competence have to be mutually resolved”. 

The two statements reflected jockeying between GM and fa 
German unions over Opal’s future. Earlier fn the dey, the US 
grotto confirmed Mr Herman had asked to step down after 
almost six years as.Opel chairman to take over GM's 
operations bithefomier Soviet Union.' His replacement by Mr 
Cowger Is to be discussed by OpeTs supervisory board on 
June 9. 

Graham Bowtay, Frankfurt and Haig Simoitian, London 

SOUTH A HUCA 

Investec posts 56% rise 

Investec, the acquisitive and fast growing South African finan- 
cial services group, yesterday revealed a 56 per cent increase 
to R570m (Si 12mX In net profit for: the year to March. . . 

: Stephen Koseff^ chief executive, said the results were 
boosted by the induskm for the first time of a fofl year’s 
. results from Carr Sheppards, the UK-based broking and prf- 
. vote client portfolio management operation, and by the profits 
of associates such as Fedsure, the South African Bte assurer 
and financial group. ' 

■ In the past two months. Investec hats agreed to buy 
Hambros and Guinness Mahon, the UK merchant banks. ^ Ear- 
ner In the financial year, ft won a merchant banking licence hi 
Australia, bought a private bank in Mauritius, acquired US 
secures company Ernst and Co, and increased Its stake in 
Israel General Bank from 53.4 per cent to 63.5 percent 
Investec has become one of South Africa's biggest Interna- 
tional asset management groups and wlH have a total of 
R328j3bn under management, although Mr Kosaff acknowl- 
edged the group was “still very small from a global point of 
view”. He said the asset management businesses of Guinness 
FBght Hambra and Investec would be combined within five or 
six weeks to create a global business. 

Investec's total inoome rose 39 per cent to R1.74bn, white 
the ratio of operating expenses to total Income feti to 54.7 per 
cent from the previous year's 56.2 per cent Dfluted eemlngs 
per share rose 40 per cent to 78<L3 cents. The compmy 
declared a final dividend of 220 cents, up from 160 cents the 
previous year. Over 10 years dHuted earnings per share have 
risen at a compound rate of 30.4 per cent s yew. 

Victor MaM, Johannesburg 


Standard Bank in Malawi buy 

South' Attica’s Standard Bank group Is contimdng its expan- 
sion into sub-Saharan Africa with the purchase ofa 72 per 
cent stake In In v estmen t and Development Bank of Malawi 
Financial Services (indefinanctfl for SIOm. 

- Malawi wil be the 15th country on the continent, outside 
South Africa, where Standard Bank has a presence. The bank 
has a profitable business In the region focusing mainly on 
commercial banking and corporate finance rather than retail 
bankfog, and the African operations account for about 15 per 
cent of group profits. 

Tony Wright deputy managing director responsible for 
Standard’s African banking group, said there would now be a 
period of consolidation while tha group continued to invest in 
satellite links and other new technology, although the bank 
was considering the possibflity of an operation in Angola. 

Arthur Schwarz, a director of the Malawian group sailing 
brdefinance, said tha arrival of Standard Bank would be [ike a 
tonic “to bring our somewhat sleepy institutions kicking and 
screaming Into the 21st century". South Africa provides more 
than a third of Malawi's imports, and takes 13 per cent of fa 
exports. Victor Mi&et 

Fall in exports hits Amcoal 

deeflne in export revenue dragged down profits at Anglo 
American Coal Corporation, the South African group, which 
yesterday reported almost no growth in earnings for the year 
to March . 

Earnings per share fell by 2.7 per cent to R33.71, reflecting 
an increased number of shares in issue alter capitalisation 
awards. Dividends will be 10.6 per cent higher at R 14.60 a 
share for shareholders who decide to take their payout ln the 
form of cash rather than additional shares. Export earnings for 
the yea- dropped, in spite of arise In tonnage and a weaker 
rand/doUar exchange rate. Amcoal attributed the decline to 
smaller growth in levels of internationally traded steam coal, 
at about 9m tons. This, together with a decision by several . . 
large consumers to reduce stock levels, led to reductions in- 
spat prices In the second half of 1997 and In the longer term 
contract prices for 1998 deliveries: 

Greta Steyn, Johannesburg 


NETHERLANDS 

ABN Amro denies US buy 

ABN Amro, the Dutch bank, yesterday dismissed as “outright 
nonsense” a newspaper report It was in advanced talks to 
buy. Bear Steams; the US investment bank. Bear. Steams also 
denied it was tn talks with anyone. 

■There is rfo smote and no fire," ABN Anro said of the \ 
report “We’ve always said we’re not after a big US invest- 
ment bank.” With a market value of about $8u1bn, Bear -■ 
Steams Is less than one fifth the size of the Dutch bank. 

ABN Amro said it was satisfied wfih Ha strategy of buflding 
a regional presence Fn the US Midwest TWe don’t foal our. 
franchise is at all threatened by First CMcago-Bane One"/ the 
$29£bn takeover announced last month. “We're happy where 
we are in the US, but we would defend our pErtch." 

The ftjtch bank noted, however, that it was flexible enough . 
to deal with charging circumstances. For example. It had . 
bought BZW’s. Investment banking operations fri Austrafls and 
■New Zealand and a 75 per cent stake in Thailand's Bank of 
Asia, after saying previously it was not Interested in acquH - 

tions In the region. Clay Harris, Banking Correspondent 


COM MERZBANK 

Equity chiefs appointed 

Germany’s Commerzbank yesterday named Hs first global ' 
heads of. equities trading -and sales. 1 

Mehmet Daknan. head of Commerzbank Global 5)uWes. 
described as a ■nsfcr coup" the recruitment of PWBp Wate 
from Goldman Sacfra as head of equities trading. Mr W&te 
was co-head of Eixopeai shares, responsible for continental 
equities, .at Goldman, where he had .worked for 10 years- 
Jacqueline O’Neill has joined as head of sales after sight 
years at Paribas, where she was a senior account manager- 
The sties and trading operation is due to start customer bud* 
ness during tin summer. Ctay Harris 

T ; 1/ 
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FINANC1 At, TIMES - THURSDAY MAY 21 1998 ★ 


TMC P.I.M.B.S. Second Financing PLC 

(the “Issuer" 1 ) 

{liicorpuratad with limited liability under the laws of England and Wales) 

NOTICE OF A MEETING 

of the holders of the 
£30,000,000 Mortgage Backed Floating 
Rate Notes due 2Q30 of the . Issuer 
(the “Noteholders” and the “Notes” respectively) 

NOTICE ' IS _1IKKEBY Cft'LN thai a Meeting «>r the Noteholders cuntnrcl by.-dir Issuer wffl be held at 65 Holbora Viaduct. 
HERPES I»I a c V..®" Jour T*98 at lUOam (London tune) (or. as soon thereafter as die meeting oF the holders 

of 1ML.1.I.M.8J. rust rinunnnp PLC notes condudrs) for the purpose of considering and. if thought fit, passing the foilt/wine 
52!? i “““vSX™ j 'u l ,rn P°«d as Extraordinary Reaohraons in accordance with the provisions of a. trust deed dated 
fcOlfi Juiie ■iyn/9 made between, utter alia* the Issuer and Morgan Guaranty Trust Company of New York, London office, a* 
trustee for the 'oieholdcrs f the “Trustee'), u/ui constituting, the Notes (the '‘Trust Deed" as amended by a supplemental trust 
de^ dated 31 st October 1969 made between the Issuer and ihe Trustee and a supplemental trust deed dated 6ih December 
198*1 made between, inter aha. tho Issuer and the Trustee (the “Supplemental Trust Deeds’^)). 

. PROPOSAL 

Tire IiSikt K intending, subject to the pawing of the Extraordinary Roohitiaiu. to redeem the Notes in full at 100 per cent of 
rbeir principal amount (plus accrued imercsi). The Issuer has nix yet determined the intended redemption date- However, 
rrafuiptinii will only uTur on an lnieresT payment daif. . . 

TheExuaoniiuan Restdudtxis set mil below, if duly passed, will approve the making of amendments to the tem» and cumfirinns 
ol the Notes (the * I. .on in lions') and to ilic Trust Deed and other agreements in order in facilitate rbe redemption of the Notes. 
Resolution 1 provides for the deletion uf the requirements relating io the principal amount of the Notes required to be 
iNilstandin” qt the rime the Issuer exercises the option to redeem thcNotes. The notice period to be given to the Noteholders is 
also amended. 

Resohuiou 2- reduce* the interest period uf the Notes hum b months to 1 month and makes consequential amendments to the 
Conditions. 

Resolution 3 authorises tiie Trustee to agree amendments to the Trust Deed and other agreements to give effect to Resolutions 
1 and 2. 

If the Extraordinary Resolutions are passed, jt is anticipated that notice will be raven to the Trustee and Noteholders of the 
redemption of rbe Notes on an interest payment date by publication in the Financial Times and through Eurodear and Cedel at 
leant 7 days before the rede topi ion date. 

In oonirdance with its normal practice, the Trustee expresses no opinion on the merits of these proposals or the Extraordinary 
Resolutions contained in this Notice hot has authorised ft to he stated that it has no objection to me Resolutions being submitted 
to the Noteholders for their nonshlrration. 

EXTRAORDINARY RESOLUTIONS 

“THAT ibis Meeting of the holders of the £30,000,000 Mortgage Backed Floating Rate Notes due 12030 (the ’‘Notes") of TOC 
PJLMJB.S. Second Financing PLC (the “Issuer") cons ciiu r nib y a trust deed dated 26th June 1989 ana made between, inter 
alia, die l»urr and Morgan Guaranty Trust Company of New York. London office (the "Trustee'') (the “Trust Deed - as 
amended by a supplemental trust deed dated 31st October 1989 and made between the Issuer and the Trustee and a 
supplemental trust deed dated bth December 1989 made between, inter alia, the Issuer and die Trustee (the “Supplemental 
Trust Deeds - )) hereby: - . 

1. Sanctions and approves the modification and amendment of the terms and conditioiu of the Notes (the "Conditions") by 
the deletion in its entirely of Coudhion 5(c) and its replacement with the following: 

“On giving not kaw titan 5 Business Days notice to the Noteholders in respect or the relevant Tranche, the Issuer may. 
on any Intercut Payment Date reluring to a Tranche, redeem all (but not same only) of the Notes in such Tranche 
together with interest accrued to the date of redemption, provided that, prior to giving any such notice, the Issuer shall 
have satisfied the Trustee that it will have funds not subject to the interest or any oilier' perron sufficient to fulfil its 
obligations in respect of such Trunclie"; 

2. Sanctions and approves the modification and amendment of the terms and conditions of the Notes (tin “Conditions - ) by: 

(a) amendment of the Supplemental Memorandum dated 31st October 7989 by inserting immediately after the words 
"2nd January. 2nd July' in the definition of Interest Payment Dare the words “but so that with effect from 2nd July 
1998 each subsequent 'Interest Payment Date shall be die last Business Day of each month, commencing with die last 

Busincsii Day in July 1998"; 

(b) the insertion of the words “up to and faiHudiug lie period ending on (and including} 1st July 1998" after the words 
“subsequent period - in the aroond paragraph oT Condition 4(a); 

(v) flic insertion of the words “and after the Interest Period ending on (and including) 1 July 1998 the following Interest 
Period shall begin on (and include) 2nd Julv 1998 and end on (and include) 30th July 1998 and each successive Interest 
Period liirtrafter '■hull begin on (and include) an Interest Payment Date and end on (and include) the day immedhileh' 
preceding the next IntcrrM Payment Elate - at the end of the'first sentence of paragraph 2 of Condition 4(a); 

(d) the replacement or the wool “five" in the lust line of Condition 4(b) with the word “two". 

3. Sanctions, approves and authorises the Trustee to enter into a supplemental trust deed and such other agreements or 
documents (If uny ) as it may determine, on such terms as it, in hs sole discretion, may agree, to give effect to Resolutions 1 
and 2 aimer. 

Expressions defined in the Notes or in the Trust Deed (as amended by the Supplemental Trust Deeds) shall have the same 
meanings when used in these resolutions". 

VOTING AND QUORUM 

1 . A Noteholder wishing to attend and vote at the Meeting in person must produce at the Meeting either his definitive Note(s) 
or a valid voting certificate or certificates issued by a Paying Agent relative to the Note(s) in respect of which Ik wishes lo 
vote, ' ... . . 

A Noteholder not intending to attend and vote at the Meeting In person may either deliver his Note(s) or voting certificates) 
to tiie person whom he wishes to attend on his behalf or give a voting instruction (on a voting instruction fora obtainable 
from the -specified office of any of the Paving Agents set oul below) instructing die Paying Agent to appoint one or owns 
proxies to attend and vote at tfie Meeting in accordance with his instructions. ' 

Notes may be-dcposiird with a Paying Agent or (to the satisfaction of the PayingAgeni) held to its order or under its control 
•. --or- blocked inran account with Morgan GuaranrvTrusr Company of NeW'Voiic, nrasstris office; as operator of die Enrodear , 
. ", System or Cedel Bank, soeiete.-aiiporme, for the. purpose of obtaining voting certificates**- giving voting instructions in 
respect of the Meeting, in each case until '48 hoOn/bdore the time appointed lor holding the Meeting (or. if applicable, any 
- adjourned such - Meeting), but not Thereafter. Any Noirfs) so deposited or held or blocked will be released at die coadusioo 
of die Meeting (tit, if applicable. any adjourned noth Meeting) or upon surrender of the voting-certificaie(s) or, not less than , 
48 hours before the commencement of the Meeting (or, if applicable, any adjourned such Meeting), the revocation of the 
vi uing insmirdoiu given in Tvspeet thereof. 

. 2, The quorum required BJ the Meeting is oue.ar more persons present bplding Notts or voting certificates or bring proxies and 
together holding or representing not lew than two-thirds of the aggregate principal amount of the Notes for tfie time bring 
outstanding. If a quonim is not presen i ax the Meeting within the time prescribed by the Trust Deed, die Meeting will be 
adjourned and the Extraordinary Resolution will he considered at.an- adjourned Meeting (notice of which will be given to 
die Noteholders}. Tiie quorum at such an adjourned Meeting will be one ormore persona , present holding Notes or voting 
certificates or being proxies and together bolding or representing not less than two-diirds of the aggregate principal amumi 
of the Noire foe the time- bring ouwumdmg. 

3. Every qumtinu submitted to the Meeting wifi be derided on a show bf bands, unless » poll is duly demanded by the Chair man 

of Ihe Meeting or by tiie Issuer, the Trustee or one or more persons present holding one or more Notes or voting certificates 
nr being a prnnm «nd holding or representing in die' aggregate not less than two per cent of the Principal Amount 
Outstanding uf the Notes. On a show of hands every person who u present in person and produces a Note orvoting certificate 
nr is n proxy shad hove one voir. On a poll every person who is so present shall have one vote in respect of each £1 in 
prineipaJ amount of the Nutcs so produced orrepresemed by the voting Certificate so produced or in respea of which be is 
a proxy. Without prejudice to dtr terms of any block voting instruction, a voter shall not be obliged to exercise all the votes 
in which he is entitled or to cost oil the votes which he exercises in the same way. ‘ r 

4. To be passed, an Extraordinary Resolution requires. a majority in favour consisting of iucleas than 75 per cent of the votes 
cast. If poatuni. an Extraordinary Rraohition will be binding upon all the Noteholders- whether or nor present at the Meeting 
and whether or not voting, and' upon all bolder* nf Coupons appertaining to die Notes. • ■ 

PRINCIPAL PAYING AGENT . 

Morgan Guaranty Trust Company of New York. . 

60 vTctnria Embankment, London EC4Y 0JP . 

PAY1NC AGENT 

-Banque Paribas (Luxembourg) KA. 

10A Boulevard Rmxl, L-2093 Luxembourg 

Tliis Notice in given bv: 

TMG RI.MJJ.STSectjrwl Financing PLC 
Sir Williams Atkins Houm* 

Ashley Avenue 

siS?ma5AS DaiedMay 21st. 1998 

Nulehobk'n* wliuse Notes are. lirid bj F-uruelear or Cede! Bank should contact the fallowing far further information; 

Eurooienn Custody Ojterotions Department (telephone Brussels +322 51912J1: tefcan 61025) 

Cedel Bank: Cuifiorale Action Department (telephone Luxembourg +352 448 821; telex; 2791)., . 

This Notice docs not. eousritutc an offer of securities of the. Issuer. ... ■ 


TMC P.I.M.B.S. Third Financing PLC 

(the “Issuer") 

(Incorporated with limited liability under the laws or England and Wales) 

NOTICE OF A MEETING 

of the holders of the 
£150,000,000 Mortgage Backed Floating 
Rate Slow Pay Notes due 2029 of the Issuer 

(the “Noteholders" and the “Notes” respectively) 

NOTICE 15 HEREBY GIVEN that a Meeting of the Norrboldere cumcncd bv ih> Issuer will be held at 65 Hriborn Viaduct, 
l/ndno EG1A 2DY on Monday, 15th June 1998 at 11.35am (London time) (or as soon thereafter as the meeting of the holders 
of TMP PJ Jtf.B.5. Second Financing PLC notes concludes) for the purpose- of considering and. if thought fit, passing die 
following Resolutions which will be proposed as Extra ordinary Resolutions in accordance with the proviriona of a trust deed 
dated 26th Jane 1989 made between, inter alia, the Issuer and Morgan Guaranty Trust Company of Mew York. London office, 
as trustee For the Noteholders (the "Trust ee"), and auisrirurnig the Notes (the “Trust Deed" as amended bv a supplemental mist 
deed dated 6th December 1989 made between, inter alia, the lf*uer and the Trustee (the "Supplememal'Trnsf Deed")}. 

... PROPOSAL 

The Issuer lb intending, subject to the passing of the Extraordinary Resolutions, to redeem die Notes in ftdl at UK) per cent of 
tbrir principal amount (plug accrued interest). The Issuer has not yet determined the intended redemption date. However, 
redemption will only occur on an interest payment dare. 

The Extraordinary Resolutions set out below, if duly passed, will approve the making of amendments to the terms and conditions 
of the Notes (the “Conditions") and to the Trust Deed and other agreements in order to facilitate the redemption nf the Notes. 

Resolution 1 provides for the deletion of the requirements relating to the principal amount of the Notes required to be 
outstanding at the time the Issuer exercises the option to redeem the Notes. The notice period to be given to the Noteholders is 
also JunenoetL 

Resdution 2 reduces the interest period or the Notes from 3 months to 1 month and makes consequential amendments to the 
Conditions. 

Resolution 3 authorises the Trustee to agree amendments to die Trust Deed and other agreements to give effect to Resolutions 
land 2. 

if the Extraordinary Resolutions are passed, it is anticipated that notice will be riven to the Trustee and Noteholders of the 
redemption of the .Votes on an interest payment date by publication m the Financial Times and through Euxoclear and Cedel at 
least 7 days before the redemption date. ' 

In accordance with ha normal practice, (he Trustee expresses no opinion on the menu of these proposals or the Extraordinary 
Resolutions contained in this Notice but has authorised it to be staled that it ha.- no objection to the Resolutions being submitted 
to tiie Noteholders for their consideration. 

EXTRAORDINARY RESOLUTIONS 

"THAT this Meetingpf the holders of the £150,000,000 Mortgage Backed Floating Rate Slow Pav Notes due 2029 (the "Notes") 
of TOC P.LM.Bii. Third Financing PLC (the “Issuer"} constituted bv a trust deed dated 26th June 1989 and made between, 
inter- alia, the Issuer and Morgan Guaranty Trust Company of New Varik. London office (the "Trustee") (the “Trust Deed" as 
amended by a supplemental trust deed dated 6yh December 1989 made between, inter alia, the Issuer and the Trustee (the 
“Supplemental Trust Deed"}) hereby: 

1. Sanctions and approves die modification and amendment of the terms and conditions of the Notes (the "Conditions") by 
the deletion in its entirety of Gonditioo 5(e) and its replacement with the following: 

“On giving not less than 5 Business Days notice to the Noteholders in respect of the relevant Tranche, the Issuer may, 
on any Interest Payment Dare relating to a Tranche, redeem all (but not some only) of the Notes in such Tranche 
together with interest accrued to the date of redemption, provided that, prior to giving any such notice, the Issuer shall 
have satisfied the Trustee that h will have funds not subject to the interest of any other' person sufficient to fulfil its 
obligations in respect of such Tranche"; 

2. Sanctions and approves the modification and amendment of the terms and conditions of the Notes (the “Conditions - ) by: 

(a) amendment of the Supplemental Memorandum dated tkh December 1989 by inserting immediately after the words 
“31st January, 30tfa April, 31st julv, 31st October" in the definition of Interest Payment Date the words “but so that 
with effect from 31a July 1998 each subsequent Interest Payment Date shall be the last Business Day of each month"; 

(hj the insertion of the words "up to and including the period ending on (and including) 30th July 1998" after the words 
"subsequent period" in the second paragraph of Condition 4(a): 

(c) the insertion of (he wonfc "and after (he Interest Period ending on (and including) 30th July 1998 each successive 
Interest Period (hereafter shall begin on (and include) an Interest Payment Date and end on (and include) the dav 
immediately preceding the next Interest Payment Date" at the end of the first sentence of paragraph 2 of Condition 4(a); 

(d) the replacement of the word "five" in the first line of Condition 4(b) with the word “two". 

3. Sanctions, approves and authorises the Trustee to enter into a supplemental trust deed and such other agreements or 
documents (If am ) as it may determine, on such terms as it. in its sole discretion, mav agree, to rive effect to Resolutions 1 
and 2 above. 

Expressions defined In the Notes or in the Trust Deed (as amended by the Supplemental Trust Deed) shall have the same 
meanings when nsed in these resolutions - . 

VOTINC AND QUORUM 

1. A Noteholder wishing to attend and vote at the Meeting in person must produce at the Meeting cither his definitive Note(s) or 
a valid voting certificate or certificates issued by a Paying Agent relative to the Note(9) in respect of which he wishes to vote. 

A Noteholder not intending to attend and vote at the Meeting in person may either deliver his Note(s) ar voting certificates) 
to the perron whom he wishes to attend an his behalf or give a voting instruction (on a voting instruction form obtainable 
from the specified office of any of the Paying Agents set out below) instructing the Paving Agent to appoint one or more 
proxies to attend and vote at tne Meeting in accordance with his instructions. 

Notes may be deposited with a Paying Agent or (to die satisfaction of the PayincAgent) held to its order or under its control 
or blocked in an amount with Morgan Guaranty Trust Company of New York. Brussels office, as operator of die Enrodear 
System or Cede) Bank, sodete a non vine, for the purpose of obtaining voting certificates or giving voting instructions in 
' respect of tiie Meeting, in each case until 48 boars before the time appointed for holding the Meeting (or. if applicable, any 
adjourned such Meeting), but not thereafter, Any Note(s) so deposited or held or blocked wffl be released at the conclusion 
of the Meeting (oc. if applicable, any adjourned such Meeting) or upon surrenderor the voting certificates) oc not less than 
48 hours before the mnunracement of the Meeting (or, if applicable, any adjourned such Meeting), the revocation nf the 
voting instructions prvra in respect thereof. 

2. The quorum required at the Meeting is one or more persons present holding Notes or voting certificates or being proxies and 
together holding or representing not leas than two-uxirds of the aggregate principal amount of the Notes for the time being 
outstanding. If a quorum is nor present at the Meeting wi thin the rime prescribed by the Trust Deed, the Meeting will be 
adjourned and the Extraordinary Resolution will be considered at an adjourned Meeting (notice of which will be given to 
the Noteholders). The quorum at such an adjourned Meeting will be one or more persons present holding Notes or voting 
certificates or being proxies and together holding or representing not less than two-thirds of the aggregate principal amount 
nf the Notes for the rime being outstanding. 

3. Every question sob mined to the Meeting will be decided on a show of hands unless a poll is duly demanded by the Chairman 
uf the Meeting or by the Issuer, the Trustee or one or more perrons present holding one or more Notes or voting certificates 
or being a proxies and holding or representing in the aggregate nor less than two per oenr of the Principal Amount 
Outstanding or the Notes. On a show of hands every person who is present in person and produces a Note or voting certificate 
or is n proxy shall haw one vote. On a poll every person who is so present shall have one vote in respect of each £1 in 
prineipaJ amount of the Notes so produced or represented by the voting certificate so produced or in respect of which be is 
a proxy. Without prejudice to the terms of any block voting instruction, a voter shall not be obliged to exercise all the votes 
to which he is entitlro or to cast ail tbc votes which he exercises in the same way. 

4. To be passed, an Extraordinary Resolution requires a majority in favour consisting of not less than 75 per cent of the votes 
cast. If passed, an Extraordinary Resolution will be binding upon all the Noteholders, whether or not present at die Meeting 
and whether or not voting, and upon all holder* of Coupons appertaining to the Notes. 

PRINCIPAL PAYINC AGENT 

Morgan Guaranty Trust Company of New York. 

60 Victoria Embankment. London EC4Y 0JP 

PAYING AGENT 

Banque Paribas (Luxembourg) Sj\. i 

10A Boulevard Royal, L-2093 Luxembourg j 

This Notice is riven by: I 

TMC PJ.MB5. Third Financing PLC I 

Sir Williams Atkins House 
Ashley Avenue 
Epsom 

Surrey KT1 8 5 AS Dated May 21st, 1 998 

Noteholders whose Notes are held by Euroclear or Cede! Bank should contact tire following for further information: 

Enrodear: Custody Operations Department (telephone Brussels +322 5191211: telex; 61025) 

Cedd Bank: Corporate Action Department (telephone Luxembourg +352 «8 821: telex: 2791). 

This Notice does not constitute an offer of securities of the Issuer. 


I 



The eagle’s eye highlights a particular area of interest within 
its expansive field of view by an extraordinary ability to magnify 
that area by some two and a half times. 

Vision that delivers. 

To focus on the kind of potential in a business that we put a high value 
on and are prepared to pay for also takes a particular vision. 

Vision that we back with the £850 million Candover1997 Fund. 


candover 

— ....... • ■ 
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COMPANIES & FINANCE: EUROPE 


CREDIT LYONNAIS AFTER THE EUROPEAN COMMISSION’S CLEARANCE OF A RESCUE PLAN, FT WRITERS EVALUATE HOW THE BANK ACCUMUL ATED LOSSES ^N^WHAT THEJU^JO^S^ 


Brussels puts an end to four years 



By Andrew Jack on Paris 


Investors will start eyeing 
Cr&dti Lyonnais with 
renewed energy from today, 
now that four years of uncer- 
tainty over the future of the 
French bank have come to 
an end. 

Of immediate interest to 
rival financial institutions 
will be the Increased target 
of asset sales fixed by Brus- 
sels, whicb requires Credit 
Lyonnais to reduce Its bal- 
ance sheet by FFr875bn 
(S113bn) on 1995 levels. That 
represents a significant 
increase from the FFr310bn 
stipulated in the original 
1995 rescue plan. 

However, a number of 
these asset sales - estimated 
at FFrSOObn or more - have 
already taken place over the 
past three years, including 
much of the bank's network 


In South America, for exam- 
ple. Others - which include 
the closure of some 70 
branches within France and 
the possible sale of some 
loan portfolios - will be rela- 
tively low-profile and may 
simply involve winding 
down activities or attracting 
specialist buyers. 

The most important asset 
disposals - which were also 
necessary to meet the 
requirements of the original 
plan three years ago - are 
Credit Lyonnais' principal 
rema ining retail European 
banking activities outside 
France. Rising stock markets 
and recent strong interest in 
the finan cial sector across 
Europe will help the bank to 
realise values on its assets. 

However, the attractive- 
ness of the deals depends 
very much on the particular 
domestic markets in which it 


different subsidiaries are 
based. Credit Lyonnais has a 
presence in Portugal and in 
Spain, for example, where 
analysts argue that finding 
buyers would be relatively 
problematic. 

BIG. Cr&Ut Lyonnais' Ger- 
man subsidiary, will also 
prove a difficult proposition. 
Traditionally, the bank has 
not found it easy to exercise 
control over the struggling 
subsidiary, although senior 
management changes have 
improved its power. 

For Credit Lyonnais itself, 
the sale may still result in a 

capital loss, given the high 
price at which it bought BR3, 
and the agreement it made 
to compensate remaining 
minority shareholders for 
any loss as a result of the 
sale of its stake. 

More attractive is Credit 
Lyonnais Belgium, a highly 


profitable subsidiary with 
which the Paris headquar- 
ters was particularly reluc- 
tant to part. 

The Belgian disposal was 
al«i a condition in the 1995 
plan, so far not yet 
respected, and Karel Van 
Miert, the ELI competition 
commissioner, stressed it 
must now be sold before the 
end of this year. 

Elsewhere. Brussels has 
imposed FFr64bn in asset 
sales outside Europe, which 
must take place in North 
America or Asia. The list is 
believed to exclude strategic 
assets such as the bank’s 
principal and profitable New 
York or Tokyo operations. 

In order to prevent the 
appearance of a farced sale 
that drives the price down, a 
list of assets has been agreed 
but is confidential. 

A similar strategy of dis- 


cretion helped Credit Lyan- 
nais to realise a strong profit 
last year from selling Its 
Irish-based credit division, 
Woodchester. 

If asset sales will attract 
some buyers, the strongest 
interest may come for Credit 
Lyonnais itself. Brussels and 
Paris have reiterated the 
principle in the 1995 plan 

that the bank must be priva- 
tised, and advanced the 
- deadline Cram the end of 1999 
to October next year. 

The French government 
frfl s agreed, by that time, to 
reduce its stake to 10 per 
cant at most, and to adopt a 
strategy towards the sale 
that is “open, transparent 
and non-discriminatory" 
towards foreign buyers. 

Brussels preferred the 
optiem of a trade sale, which 
would probably raise more 
money. But the French 


authorities have ultimately 
been given freedom to man- 
age the process as they 
choose. They hare left open 
the possibility of a trade 
sale, althoug h the preferred 
option of credit Lyonnais' 
own management Is for a 
flotation. 

The bank's executives 
originally hoped far a two- 
stage process, by which a 
group of core "friendly” 
investors would first take 
about a third of the capital 
this September, providing an 
injection of funds to raise 
the bank's solvency levels 
and act as a defence against 
hostile bidders. A second 
step would be a stock mar- 
ket flotation. 

That scenario may dow 
need to be revised. The 
extended negotiations with 
Brussels mean the process 
may need to be delayed, or 


even a single-step sale used. 
Allianz, the German insurer, 
has expressed Its willingness 
to take up to 10 per cent 
Another credit Lyonnais 
ally, Nippon Life, may now 
be less predisposed, given 
the crisis in Asian mar kets. 

Whatever happens, many 
analysts expect the bank to 

seek some FFr6bn-FFr7hn in 

additional capital to 
strengthen its Tier I. sol- 
vency ratio. That may pro- 
vide investors with an oppor- 
tunity to buy new Credit 
Lyonnais shares ahead of 
the privatisation. - 

Another chance may come 
through the sale of equity 
issued by the bank - . as 
proposed in the new rescue 
plan - to buy out Its super- 
dividend payments to the 
state and the continuing 
costs of the penalising loan 
it has made to CDR. 


The high cost of 
the lost decade 


Andrew Jack chronicles 10 years of poor 
management, bad timing and misjudgment 


T he enormous losses gen- 
erated by Credit Lyon- 
nais - whicb the most 
pessimistic estimates put at 
FFrlSObn l$3I.8bn) - reflect 
a decade of bad timing, poor 
management and misjudg- 
ment by successive execu- 
tives, regulators and French 
administrations alike. 

By the time Edmond 
Alptaand&ry, the centre-right 
economics minister, ousted 
Jean- Yves Haberer from his 
role of chairman of the bank 
in 1993. the scene was set for 
accumulated losses of more 
titan FFr20bn between 1992 
and 1994. 

But the problems began 
before Mr Haberer arrived as 
chairman in 1968. and they 
would continue long after 
the first of several rescue 
plans in 1994 under his suc- 
cessor. Jean Peyrelevade. 

More than 75 separate judi- 
cial inquiries are currently 
under way examining allega- 
tions of fraud, corruption 
and political party f inancin g 
linked to subsidiaries of the 
bank over the years. Lend- 
ing to such figures as Bern- 
ard Taple, the colourful 
French businessman and for- 
mer politician, and Gian- 
earlo Parretti. the Italian 
financier, is under scrutiny. 

However, the bulk of the 
losses were linked less to 
corruption than to question- 
able commercial policies as 
the French economy moved 
into recession and to the 
methods used to clean up 
the mess they caused. 

While there has never 
been any attempt to ques- 
tion the personal integrity of 
Mr Haberer. a former direc- 
tor or the French Treasury, a 
French parliamentary 
inquiry into the troubles at 
the bank in 1994 placed 
much of the blame on him 
and his autocratic manage- 
ment style. 

His focus on expanding 
the balance sheet of the 


bank through heady loans, 
ambitious international 
acquisitions and cross-share- 
holdings in other French 
companies accounted for 
many of the subsequent 
problems. 

Others have criticised his 
idea of “banque-industrie", 
with the bank buying minor- 
ity stakes in many compa- 
nies without any manage- 
ment control. There was also 
his support for the unortho- 
dox methods - including 
scant documentation on 
credit risks and minim al use 
of collateral - of Jean- Fran- 
cois Henin, head of Altus 
Finance, the investment cap- 
ital arm of the bank. 

Mr Haberer argues that he 
was obeying the orders of 
the socialist government of 
the day. as the main share- 
holder of the bank, which 
was keen to use it to help 
finance and support French 
businesses - especially at a 
time when its "franc fort" 
policy imposed painfully 
high interest rates. 

With a change of govern- 
ment In 1993, top manage- 
ment was replaced and a 
more conservative commer- 
cial policy implemented. In 
1994, there was an initial res- 
cue plan and recapitalisa- 
tion. However, the true scale 
of the bank's losses 
remained uncertain, trigger- 
ing a boardroom crisis in 
late 1994 after the auditors 
refused to certify the 
accounts. 

Mr Aiphandery co-ordi- 
nated a second rescue plan 
that would remove FFrtOQbn 
in gross assets from the bal- 
ance sheet for sale via a 
company called Consortium 
de Realisation (COR). The 
plan would penalise the 
bank, since it would be 
required to finance the 
transfer of these assets with 
a loan reimbursed at below 
market interest rates. It 
would also pay special divi- 



COMPETmON 


Van Miert finds firm 


stand wins flexibility 


By Samer bkandar in Brussels 


LeacBng players: 1988 Jean-Yves Haberer, left, became chairman of an already troubled bank. White his 
integrity has never been questioned, his management was criticised by a parliamentary inquiry in 
1994> a year after economic minister Edmond Aiphandery, centre, replaced him with Jean Peyrelevade 


Grtifit Lyonnais 
Share price (Hit 


0 Icwro <ri FFrtSbc kr 1932 
Q J— PUprtB H W gpac — Iw n r i m 


BOO 



(0lFfmntortflB3 ' 

0Ratmcwita 

0 Second rescae pan aid awdtairf CDR 
QUna <t ffrULTfin tir «94 
0 ECwpmcs nawJmcoeiton 

0 Systole namyirih fffvm ptflii far 
1995 

0BB*«dMEmfleiUtofefioBn . 


0 Jnpta token now ptao B EC, panttV 
spndrprtHOaBw 


©Kapa«®MWpuJSk»BMatmt50ho 
- "AiWirtr. • 


©Mm ttertCTpmswBbcpw tor ptuBtotoQ 
■' tabm 1990 


1992 

anritMmcr 


» 


94 


95 


96 


a 


© UBkrakn Mm awash rtunwt total 
J -© KjwroiwttW bsob p*cfe>98 


96 


dends on future profits to 
the state. 

With the election of Alain 
Juppg’s centre-right govern- 
ment In 1995, it fell to Alain 
Madeira, the new economics 
minister, to finalise negotia- 
tions on the rescue plan. 
Michel Rouger. former head 
of the Paris commercial 
court whom be appointed to 
head CDR, has been critic- 
ised for bowing to political 
pressure on the sale of some 
of the most sensitive assets. 

But CDR also became a 
hostage to the ambitious 
objectives set by Mr Juppe's 
government that it should 
dispose of two-thirds of its 
assets by the end of 1998 and 
80 per cent by 2000- That 


turned the disposals into a 
“fire sale”, reducing the 
potential value of the assets. 

It also suffered because no 
comprehensive audit had 
been undertaken before the 
assets were transferred. The 
result was that some of the 
losses it is now reporting - 
which it estimates will ulti- 
mately run to FFrlOObn - 
are less due to incompetence 
than lack of knowledge of 
the true costs of the bank's 
previous policies. 

If CDR was generating 
higher losses than originally 
expected, it also became 
dear daring 1996 that other 
aspects of the rescue plan 
were proving more costly 
than anticipated. 


As interest rates fell, the 
bank was squeezed between 
the high, fixed rates into 
which it was locked for bind- 
ing the pre-early-i990s 
investments and the far 
lower rates CDR was paying 
it on these assets it now con- 
trolled. The “financing gap” 
was costing FFr3 bn a year. 

As discussions on privati- 
sation advanced, it was also 
clear that two other aspects 
of the 1996 plan impeded a 
sale: the loan linking it 
to CDR, and the "super- 
dividend” on fixture profits it 
was paying to the state. 
These elements are now 
being modified in the revised 
rescue plan endorsed yester- 
day. 


Karel Van Miert, the 
European Union competition 
commissioner, was mani- 
festly relieved yesterday 
after his colleagues approved 
a deal he had negotiated 
with the French government 
over the rescue of Credit 
Lyonnais. 

Having obtained signifi- 
cant concessions from the 
French authorities in 
exchange for clearing subsi- 
dies of more than FFrlOObn 
($16.7bn) for the troubled 
bank.- Mr Van Miert could 
easily have c laim ed victory, 
but chose not to. 

More important than 
cl aiming credit for his 
achievements, the commis- 
sioner will want to leverage 
his 'success in ongoing and 
future negotiations. 

These will include other 
rescue packages, such as 
that of the Italian authori- 
ties for Banco di Napoli, as 
well as competition cases 
such as airline alliances and 
joint ventures between 
media companies. - 

After all, some analysts 
believe the Commission was 
rather lenient with credit 
Lyonnais. 

They point out that 
although the cost of the res- 
cue has roughly trebled 
since 1995 - or quadrupled if 
the Commission's highest 
estimate of FFrl90bn is 
taken into account - the 
amount -of asset sales 
imposed on the bank has 
only doubled, from FFr3l0bn 
to FFriOObn. 

Mr Van Miert has also 
dropped ids insistence that 
Crtdit Lyonnais be auc- 
tioned to the highest bidder. 
Instead, the final agreement 
only calls for a "transparent 
and non-dis criminatory n 
privatisation. 

This paves the way far one 
of several solutions favoured 
by Dominique Strauss-Kahn, 
France’s finance minister, 
such as a stock market flota- 


tion or acquisition by a 
group of shareholders. 

However, Mr Van Miert, 
always more talkative about 
the concessions he obtained 
than those he granted, yes- 
terday insisted the Commis- 
sion would watch the whole 
process very carefully. 

He brandished the stick of 
a possible re-opening of the 
investigation, should he sus- 
pect that any of his condi- 
tions are not being met 
Mr Van Miert’s tough 
stance and strong words 


More important 
than claiming 
credit for his 
achievements, 
the commissioner 
will want to 
leverage his 
success in " 
ongoing and 
future 

negotiations 


have undoubtedly played a 
part in obtaining conces- 
sions from companies 
involved in other investiga- 
tions by tbe Commission. 

Mr Van Miert yesterday 
said the Banco di Napoli 
case was nearing a settle- 
ment In a statebacked res- 
cue reminiscent of that of 
Credit Lyonnais’, Banco di 
Napoli was returned to 
health .through the creation 
of a “bad bank" - an ad hoc 
entity set up to take non- 
performing assets off the 
bank’s balance sheet 
the Italian government is 
In the process of merging 
Banco di Napoli with Banca 
Nationals . del Lavoro, 


another state-owned bank. 
The merged entity will be 
privatised - a decision 
- which, although not imposed 
by Brussels as part of tbe 
rescue package, is nonethe- 
less bound to please the EU 
competition authorities. 

“The Italian authorities 
have been very co-opera- 
tive," Mr Van Miert said. 
“They have already Imple- 
mented the agreed condi- 
tions." 

By standing firm, he was 
also able to wring conces- 
sions out of Bertelsmann, 
the German media group 
whose partly-owned Luxem- 
bourg subsidiary CLT-Ufa is 
awaiting the Commission’s 
green light for a proposed 
digital pay-TV joint venture 
with Kirch, another German 
media group. 

Mr Van Miert said Bertels- 
mann had come to him 
recently with voluntary con- 
cessions just hours after it 
had publicly stated it could 
make no mare sacrifices. 

Delicate negotiations still 
lie ahead, including over the 
proposed alliance of British 
Airways and American 
Airlines. 

Mr Van Miert was confi- 
dent yesterday a deal would 
be reached in tbe coming 
month, and insisted .he 
would not water down his 
opposition to sales of take-off 
and landing slots, a condi- 
tion the airlines are not will- 
ing to accept. 

The situation is reminis- 
cent of the final stages of the 
Credit Lyonnais negotia- 
tions, when he persuaded 
the French authorities be 
would not hesitate to veto 
the aid, even at the risk 
of driving the bank into 
bankruptcy. 

The Credit Lyonnais expe- 
rience, has taught Mr Van 
Miert -that standing firm 
could piay off It remains to 
be seen how many more 
times he will get away with 

it - - ' 


BANKING DISMISSAL DELAYS SALE 


Oslo postpones 
DnB offering 


By beg Mdvor in Stockholm 


Norway's finance ministry 
has deferred a planned 
global offering of shares in 
Lton norske Bank, the coun- 
try's largest commercial 
lender, in the wake or the 
dismissal this month of Finn 
Hvistendahl. chief executive. 

The altering, expected to 
raise up to NKr5bn (8866m). 
would be the first phase of 
the government's pro- 
gramme to reduce its stakes 
in DnB and Christiania, the 
country's second largest 
bank, from just above 50 per 
cent to about 33 per cent. 

The sale, for which SBC 
Warburg was named global 
coordinator in March, had 
been slated to lake place ip 
June, but banking insiders 
said it had been put on hold 
following the sudden sacking 
of Mr Hvistendahl. 

Chief executive since 1991, 
Mr Hvistendahl was 
abruptly ousted by the DnB 
board. The bank cited strate- 
gic differences between him 
and the board, hinting it 
wanted DnB to be more 
aggressive in the restructur- 
ing which has swept Scandi- 
navian financial services in 
recent years. 

Mr Hvistendahl is to leave 
the company next month 
and will be replaced by 
Svein Aaser. deputy chief 
executive of Amersham 


Nycomed, the Anglo-Norwe- 
§dan pharmaceuticals group. 

No date has been fixed for 
Mr Aaser's arrival, however. 
DnB said yesterday he was 
due to take over “some time 
during the autumn”. 

Jan Giverholt. chief finan- 
cial officer, will run DnB 
during the interregnum. 

Jan Hopland, managing 
director of the government's 
bank investment fund, 
acknowledged that May and 
June had been considered as 
alternatives for the share 
offering. 

No decision had been 
made on timing, he said, but 
the government remained 
determined to reduce its 
holdings in DnB and Christi- 
ania in 1998 or 1939. 

Norwegian officials 
suggested tbe DnB listing 
was unlikely to take place 
until Mr Aaser had formally 
taken over, at the earliest. 

The Oslo government 
holds a 52 per cent stake in 
DnB. Were it to reduce this 
to 23 per cent in one step, it 
would raise NKrSbn at cur- 
rent prices. It also plans to 
lower its holding in Christi- 
ania. in an offering which 
could raise up to NKr3.4bn. 

The sales have convinced 
some analysts that Norway's 
government may be ready to 
soften its objections to the 
two banks participating in 
cross-border restructuring. 


KLM moves back into profit with FI 606m 


By Gordon Cramb in Amstehnen 


KLM, the Dutch flag carrier, 
emerged from a FI 58m 
(328.8m) loss In 1996-97 to 
achieve net profits of 
FI 606m in the year to 
March. 

In addition, it reported 
yesterday a FI 1.68bn gain on 
the sale of its 20 per cent 
stake in Northwest Airlines 
back to its US partner, as 
part of a renewed 1 3-year 
operating agreement which 
Leo van Wijk, KLM presi- 


dent, described as "an alli- 
ance for life". 

As a result, attributable 
earnings at KLM rose more 
than nine-fold, from FI 236m 
to FI 2.20bn. Although the 
bulk of the cash from North- 
west came in only this 
month - and reflected an 
acceleration of the timetable 
for unwinding equity links - 
the Dutch group hooked tbe 
entire amount to the finan- 
cial year which had already 
ended. 

It also recorded an after- 


tax charge of FI 74m against 
the US windfall to cover the 
costs of integrating its sales 
operations in North America 
with those of its partner. 
"This integration is a direct 
consequence of the agree- 
ment to sell the shares and 
to enhance the joint ven- 
ture," the group said. 

Mr van Wjjk described the 
integration of sales organisa- 
tions as "dearly a step far- 
ther than other companies 
have reached". The next 
moves were to ■ harmonise. 


cargo operations and infor- 
mation technology. Conti- 
nental Airlines., tbe US rival 
with which Northwest tied 
up in January, would also 
need to be drawn into a net- 
work Including! Alitalia, 
ELM’S new European part- 
ner- • 

; KIM hopes to Integrate its 
schedules with those of the 
Italian carrier by November. 
Meanwhile. ■ It is seeking 
more links in Asia, where it 
has loose accords with Mal- 
aysia Airtmea and japan Air 


System. Tbe Dutch group 
said the economic downturn 
in that region had only a 
limited impact, in part 
because It had already 
restructured its route net- 
work. 

Unless Akia-Paciflc prob- 
lems worsened, KLM expec- 
ted its operating income to 
improve further from 
FI Slim in 1997-98, which 
.compared with Fli09m the 
year before. ■ 

That increase reflected an 
8 per cent rise in traffic and 


an increase in its passenger 
and cargo load factor from 76 
per cent of capacity to 77.9 
per cent. 

However, tbe load factor 
fell back L4 points to 75J5 
per cent in the fourth quar- 
ter, wh m the- group felt tbe 
Impact of a decline in Asian 
demand. ' . 

The annual dividend is 
FI 3; paid . from FI 8.10 a 
share in. earnings befor e tb e 
special gain. 

KLM shares shed 20 cents 
on the day to FI 79.70. 


.. i • k 
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So how attractive would a 
participation in the bank 
prove? Catherine Woods, of 
J. P. Morgan, says that while 
the bank still needa to 
undertake . significant 
restructuring, “Credit Lyon- 
nais does have a very good - 
distribution franchise in 
France, and some strong 
divisions such as project and 
aitoraft financing else- . 
where." ' 

Certainly, Interest in the 
French banking sector has 
swollen considerably in 
recent months, as demon- 
strated by the-prtce war over 
the privatisation of GC. And 4 

taking's stake could provide 7 

the first step towards 
launching - or profiting 
from - a hostile bid. Com- 
pared with prospects two or 
three years ago, the future 
for the bank .and its Inves- 
tors is looking up. 


Treasury sees privatisations as money in the bank 


Poland is set to place more than $1bn of bank equity on the market before next January, writes Christopher Bobinski 


A licja Kornasiewlcz. 

Poland's deputy trea- 
sury minister, clearly 
relishes the memory of the 
recently contested bid for 
the Polish Development 
Bank IPBR), as It allowed 
her to extract maximum 
profit for the treasury’s 29 
per cent stake in the bank. 

"I enjoy making money for 
the treasury and ensuring 
that the banks we are privat- 
ising are given the best pos- 
sible prospects for the 
future." Ms Kornasiewlcz 


says. 

The fun has just started. 
Over the next 12 months she 
will place more than $ibn of 
bank equity on the market, 
ahead of removal next Janu- 
ary of barriers to entry by 
foreign banks under the 


country’s agreements with 
the European Union. 

The tussle between the 
Export Development Bank 
(BRE), In which Commerz- 
bank has a 48 per cent stake, 
and Sweden's S E-Bank en for 
control of the PBR saw the 
treasury bid up the price of 
its stake 27 per cent, with 
the prize going to the BRE. 

H I don’t think the bidders 
were expecting to see the 
treasury behaving in such a 
commercial way," she says. 

Her enthusiasm will be 
useful as the calendar of 
bank sales Is crowded. Next 
month, IS per cent of Pekao 
SA bank, which enjoys a 20 
per cent market share, 
comes on to the market In 
an initial public offering 
handled by CSFB. This is fol- 


lowed in the third quarts* by Allied Irish Banks in Wielko- 
ihe sale, of a further 35 per polski Bank Kredytowy, wfll 
cent to a strategic investor, also be assessed on their 
Ms Karnasiewicz has no record In increasing effi- 
p references as to whether - dency. . 
this trill be a foreign or a 


domestic bank. ■ She says, 
however, that she wfll not . 
only be looking at the price 
ofiered but also at the pros- 
pects that the putative inves- 
tor offers. 

“Here there wfll have to be 
the promise of major new 
capital increase and the new 
owner will have 'to. be to- 
tune with Pekatfs- strategy 
of expanding abroad into 
central and eastern. Euro- 


M 


s . Kornasiewlcz has 
called for bids for 39 
fpar cent of the Kra- 
kow-based Bank' Fizemys- 
lowo Handlowy, a listed 
commercial bank in which 
ING Barings holds 12 per 
cent. Foreign banks, includ- 
ing Deutsche Bank, ABN 
Amro,- GE Capital and ING 
have expressed interest in 
the stake; valued at ubn 
zlotys (5381m). 


ppgn majricets," shfi says. . . . . .’’Poland is a mature roar- 
Foreign banks that already -ket and we. can afford to ask 


hold strategic stakes in Pol- 
ish banka , such as ING Bar- 
ings in Bank Siaski and 


Investors for their vision for 
the bank and their strategy 
in -light .of Polish member- 


ship of the European 
Union,” she says. 

Both BPH. which is con- 
centrated in southern 
- Poland,, and Zachodni have 
' access to retail clients, a cor- 
porate lending base and 
their own branch networks. 

All this is needed by cor- 
porate banks such as BRE 
and Bank Handlowy, priva- 
tised last year, as well as 
foreign banks such as Deut- 
sche and ABN Amro keen to 
expand in Poland. 

However, Ms Kornasiewlcz 
thinks Bank Handlowy 
should waft until the state 
owned PKO BP, Poland’s 
largest savings hdnk with a 
nationwide branch n^warfe, 
hits the market next . year or 
after, *1 think that they are a 
perfect fit,” she says. 


She is convinced the priva- 
tisation programme will 
intensify the consolidation of 
Poland's banking system, 
leaving five large banks 
.dominating the scene within 
three years. 

These will include Pekao 
SA and the BPH with their 
prospective strategic inves- 
tors, Bank Handlowy with 
PKO BP savings bank, and 
ING's Bank Siaski as well as 
the Warsaw-based Pow- 
szeehny Bank Kredytowy, 
where Creditanstalt of Aus- 
tria Is determined to build 
ou its current 18 per cent 
holding. 

.Smaller players such as 
BRE and the Polish-owned 
Kredyt Bank and ‘BIG Bank 
Gdansk! will still be in exis- 
tence, she says. 
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COMPANIES & FINANCE: THE AMERICAS 


TELECOMMUNICATIONS CANADIAN DEAL EXPECTED TO SPUR LOCAL COMPETITION 


MetroNet buys Rogers’ subsidiary 


By Edward AMen m Toronto 


Canada’s local tele- 
communications market Is 
poised for a flurry of new 
competition after Calgary- 
based MetroNet Communica- 
tions announced yesterday it 
was buying the telephone 
subsidiary of the cable group 
Rogers Communications. 

The agreed C$1 bn 
(US$690m) shares and cash 
purchase will make Metro- 
Net, a start-up company that 
began offering local service 
this spring, the first serious 


competitor to the eight local 

telephone monopolies of the 
Stentor allian c e. 

The canofUan government 
removed the century-old reg- 
ulated monopoly on local 
telephone service last Janu- 
ary. opening the Canadian 
market to the kind of fierce 
local competition talcing 
place in the US. 

The purchase of Rogers 
Telecom wlD add 3400 km of 
fibre optic cable, five cities 
and C$350m in plant and 
equipment to MetroNet’s 
network. 


MetroNet said the acquisi- 
tion would allow it to double 
its revenue targets over the 
next decade. The combined 
company will have sales of 
just C$70m this year. But the 
aim is that after a decade 
sales will have risen to 
C$2bn and the company win 
command 16-18. per cent of 
the business and govern- 
ment market in its targeted 
areas. 

Rogers* shares climbed 
C$1.55 to C$11.05 In midday 
trading yesterday, as inves- 
tors were surprised by the 


size of tiie offer for its tele- 
com assets. The cash- 
strapped company plans to 
use the cash proceeds to 
bring its outstanding debt 
below $C5bn. 

Jeremy Burge, an analyst 
with TD Securities in 
Toronto, said the sale should 
help both companies despite 
die premium paid by Metro- 
Net Were MetroNet not to 
buy the assets, it would have 
to build than, and building 
them is expensive, be said. 

MetroNet stock also shot 
up, rising C$190 to C$40- 15 


by midday. MetroNet will 
pay C$600m cash and 12.5m 
dags B non-voting shares for 
the Rogers assets. 

MetroNet hired Craig 
Young In February as its 
new president and chief 
executive officer. Mr Young 
was president and chief 
operating officer of Brooks 
Fiber, which developed a 
competitive fibre optic net- 
work in 44 US cities to com- 
pete with the Bab; Bells 
before it was bought out for 
US$2£bn by WorldCom last 
autumn. 


Car component makers face consolidation 

The Daimler-ChrysJer merger could make life harder for suppliers, write Haig Simonian and Nikki Tait 


C hrysler's merger with 
Daimler-Benz has 
prompted plaudits from 
the components industry. 
Yet a few leading manufac- 
turers also admit the deal 
could make life much 
harder. . - 

“The parts industry should 
be happy with this merger,*’ 
says Southwood (Woody) 
Morcott, chairman of Dana, 
a leading body parts group 
which works closely with 
both companies. “Any time 
you have a good and healthy 
customer, that’s a good com- 
pany to do business with.” 

Suppliers expect the 
merger to trigger further 
consolidation, as other car 
companies try to gain econo- 
mies of scale and broaden 
their coverage. 

“From an industry per- 
spective. it sets the next 
stage. We've had supplier 
consolidation , for some time. 
Now it’s going to force the 
issue to the forefront for car- 
makers," says Ken Way, 
chairman of Lear, a leading 
seating and interiors group. 

However, opinion differs 
on the impact of the merger 
- and the prospect of others 
- on the components- indus- 
try. 

Suppliers have been under 
massive cost -pressures for 
some time as carmakers 
have slashed purchasing 
budgets. Much of the 
improvement in last year's 
..profits at. Ford Motor, for 
example,., came through 
axing spending on parts. 
With components account- 
ing for up to twotiiirds of 
the cost of a vehicle, even a 
couple of cents off a part can 
amount to millions over the 
life of a modeL With Chrys- 
ler and Daimler-Benz spend- 


ing an estimated $60 bn on 
parts, the scope for savings 
is Tffl T n gnsp. 

The first savings could 
come by routing existing 
purchases through fewer 
suppliers prepared to lower 
their prices in return for big- 
ger volumes. Later on. new 
jointly developed vehicles, 
could be designed to share 
some components, increas- 
ing Daimler/Cbrysler’s lever- 
age. 

But exploiting joint buying 
power will hit suppliers, 
already smarting from pric- 
ing pressures at other car- 
makers. “We’re already 
being squeezed. There’s 
nothing left We’re already 
down to bone,” says Dick 
SneD. chairman of Federal- 
Mogul, a . leading engine 
parts group. 

“Regardless of the merger, 
the pressure will continue. 
There’s a tremendous 
emphasis on how to reduce' 
costs," says Mr Battenberg. 

Harold Kutner, GM’s 
worldwide purchasing 
supremo, offers little hopes 
of remission. The world’s 
biggest carmaker has, since 
1992, concentrated 27 inde- 
pendent worldwide purchas- 
ing units into a central oper- 
ation to focus its buying 
power. 

Nevertheless, some suppli- 
ers see considerable poten- 
tial from Chrysler/Daimler. 
“It's going to give everyone 
a whole different way of 
looking at their businesses," 
says Lear's Mr Way. 

"Consolidation' will allow 
things to happen. It will 
remove the traditional resis- 
tance to some things, such 
as further outsourcing,” pre- 
dicts Mr Snell of Federal- 
Mogul. “I think it’s going to 



Jumphg to it a couple of cents off & pvt can anxuxit to miBons of dofiars over the Gfe of a modal AP 


let a lot of other activities be 
separated. I don’t feel threat- 
ened by that.” 

Dana's Mr Morcott draws 
comfort from the fact that 
Chrysler has pioneered “out- 
sourcing'. The smallest of 
the “Big Three" US car- 
makers tra ditionall y bought 
more from outside sources 
than its more vertically-inte- 
grated competitors. In recent 
years. Chrysler has made 
that a competitive advan- 
tage. Dubbing its approach 
“extended enterprise”, the 
company has turned to sup- 
pliers not just because of 
cheaper prices, but also 
because of their complemen- 
tary talents. By devolving 
development and manufac- 
turing work on to suppliers, 
Chrysler has shortened its 
product development times 
and cut the costs of bringing 
new vehicles to market. 

Its approach, increasingly 
being copied by competitors, 
gives Mr Morcott confidence 
about the merger. “Daimler 


has virtually admitted it 
hasn't developed outsourc- 
ing as well as Chrysler. That 
has to be good news for sup- 
pliers." 

Perhaps in recognition of 
Chrysler’s prowess, responsi- 
bility for purchasing in the 
merged company has gone to 
Gary Valade, Chrysler's 
chief financial officer. 

Even so, analysts caution 
that the US company's suc- 
cess in achieving supplier- 
related cost reductions has 
been due pertly to the efforts 
of Tom Stallkamp, Chrys- 
ler’s purchasing chief and 
subsequently group presi- 
dent 

H ow much of that sub- 
cess can repeated at 
Daimler may depend on 
the German company’s com- 
mitment and willingness to 
adapt 

“I don’t believe we'll see 
those types of results until 
you get those sort of pro- 
cesses and philosophies 


institutionalised (at Daim- 
ler),” says David Andrea, 
analyst at Detroit-based 
Roney & Co. 

Moreover, while North 
American suppliers may 
sense fresh opportunities in 
Europe. European rivals will 
be looking at the US. "From 
the North American perspec- 
tive. there’s been a lot of 
quick enthusi- 

asm . . . about opening the 
door into Daimler. But the 
opposite's also true,” says 
Mr Andrea. 

Companles such as Valeo. 
Siemens Automotive or Rob- 
ert Bosch - all big Daimler 
suppliers with sizeable bases 
In Motown - are expected to 
“look increasingly to North 
America to balance out their 
sales". 

What no one disputes is 
that the merger is likely to 
accelerate consolidation, on 
the supply side as compo- 
nent companies seek to ser- 
vice carmakers on both sides 
at the Atlantic. 


linnet to 
reject 
takeover 
offer 

By Scott Morrison 
in Toronto 


Lumet, the Canadian mining 
company that recently sold 
its stake in the Peruvian 
Antamina copper-zinc proj- 
ect, said it would reject an 
unsolicited C$5l5m 
(US$355m) takeover offer by 
Zemex, the diversified pro- 
ducer of industrial minerals 
and metal powders. 

Although Zemex has not 
yet made a formal offer, it 
issued a statement indicat- 
ing it intended to offer C$5 a 
share for the 96 per cent of 
Inmet that It did not already 
own. 

Bill James, Inmet chief 
executive, said C$5 a share 
would be “way too low". 

The offer represented a 
substantial pre mium over 
Inmet’s dosing share price 
on Tuesday, but by midday 
yesterday the company’s 
stock was up 75 cents to 
C$5.15. 

Zemex said it would make 
its offer once Inmet had com- 
pleted the sale of its 50 per 
cent stake in the Antamina 
project to Teck and Noranda, 
two Canadian mining 
groups, for C$70m. 

Inmet was forced to sell its 
Peruvian interest because it 
was unable to finance its 
share of development costs 
for the US$2.2bn project. 
An tamina is set to become 
the world's seventh largest 
copper producer and the 
third largest zino mine. 

The sale of Antamina 
raised questions over the 
future of Inmet, which was 
left with a number of scat- 
tered assets and about 
C$280m in cash. Mr James 
said the company would 
require two to three months 
to review options and 
devise a new strategy, for it 
had previously staked its 
future on the Antamina 
project 

Inmet assets include an 
18 pm- cent interest in the 
OK Tedi copper-gold mine in 
Papua New Guinea, as well 
as a 35 per cent share in 
Germany’s Norddeutsche 
Afflnerie copper smelter. 
Richard Lister, Zemex chief 
executive, said his company 
would be likely to rationalise 
Tnmet’s assets if his com- 
pany acquired contnoL 

Zemex is 33 per cent 
owned by Dundee Bancorp, a 
Canadian merchant Hank 




NEWS DIGEST 


RETAILING 

Toys R Us slips 25% as 
inventories are cut 

Toys R Us, the world's biggest toy retailer, yesterday revealed 
a 25 per cent fan in its first-quarter net income from a year 
ago as it moved to reduce inventories and boost investment 
Profits slid to Si 9.2m, or 7 cents a share, from S29.4m, or 10 
cents, in the yaar-ago period. Sales edged up from S1.9bn to 
$2 bn. Toys R Us said In February ft would cut inventories by 
S500m by 2000 In a bid to lower costs and boost Its sluggish 
earnings. 

“At the end of the first quarter, comparable store Invento- 
ries for our US toy stores have been reduced by over $160m 
aid are currently at levels slightly less than the comparable 
period of the prior year," said Robert Nakasooe, chief execu- 
tive. “As we continue in this effort to better manage our 
inventories, the efficiencies of our operations will be 
enhanced." Toys R Us said comparable sales at its US toy 
stores - stores open a year ago - increased 2 per cent In the 
quarter. 

The company said its 1998 store expansion plans included 
about five new stores in the US. 15 to 20 new Babies R Us 
locations and about 35 new stores, including 15 franchise 
stores, internationally. 

Since the start of its fiscal year, it had repurchased nearly 
7m shares tor about SI 88m, Mr Nakasone said. 

Reuters, New Jersey 


COMPUTERS 

Dell beats forecasts 

Dell Computer, the US direct computer seller, exceeded ana- 
lysts’ forecasts with a 54 per cent rise in first-quarter net 
Income to S305m, or 44 cents a share, from $198m, or 27 
cents, in the same period a year ago. Revenues rose 52 per 
from S2.59bn to $3.92 bn. Analysts had expected earnings per 
share of 42 cents, according to the First Call research service. 

The company said revenue growth was strong across the 
board, outpacing market growth by between three and six 
times in every geographical region where it has operations. In 
the Americas, revenues rose 50 per cent to $2.6bn and con- 
sumer sales were exceptionally strong. 

in Europe, revenue grew 67 per cent to more than $1bn, 
and the company claimed it had surpassed Hewlett-Packard 
to become the third-ranked computer systems company in 
the region. In the Asia-Pacific region including Japan, reve- 
nues increased 35 per cent to $269m while profits expanded. 
This was in sharp contrast to the overall computer market in 
the region, which declined 7 per cent, the company said. 

AFX News, New York 


SOFTWARE 

Computer Associates ahead 

Computer Associates, the world’s third- largest software com- 
pany, reported a 26 per cent jump in profits for its fourth 
quarter, axclucfing a pre-tax charge of $33.8m for its failed 
attempt to buy Computer Sciences. CA dropped its $9.1 2bn 
bid for CSC m March. 

CA said its performance reflected strong worldwide demand 
for its products and its business fundamentals remained solid. 
Profit for the quarter ended March 31 rose to $4 22.8m, or 75 
cents a diluted share, excluding the charge, on a 22 per cent 
increase in revenue to $1 .47bn. With the charge, net income 
was $401 .66m, or 71 cents. In the year-ago period, CA 
earned $336m, or 60 cents, on a pro forma basis. 

For the foil year, revenue rose 17 per cent to $4.72 bn from 
$4.04 bn. Net Income and earnings per share, excluding the 
charge, rose to $1.19bn and $2.10 a diluted share, respec- 
tively. A year ago, the company earned $963.94m, or $1 .69, 
excluding a charge for buying Cheyenne Software. 

Reuters, New Yortc 
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New Europe, new currency, new opportunities 
to invest in the rising stars 
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Dresdner RCM European Trust 

As a truly global asset management company 
with roots in the heart ot Europe, we are well 
positioned to take advantage. Our fund managers 
already carry out research on a pan-European 
basis, recognising that industry sectors are 
already a more relevant factor than national 
borders. Our head ot fund management in 
Europe is an acknowledged expert on the Euro 
end its potential effects on investment market 
Whafs more, the performance of our European 
Trust is already demonstrating that our approach 
works in practice. 

This investment opportunity is available now. 
To find out more, please contact your 
independent financial adviser or call us direct: 


Client Helpline 0800 317 573 


Franpal Atfcsei* can contaa on BrWsrTwm cn DM B 4 S 4 M 

o Dresdner RCM Global Investors 


► Excellent performance: 
+36.24% in the last year 

► Managed by industry 
renowned experts 

► Backed up by the 
resources of one of 
Europe’s largest banks 

The start date for the Euro has been agreed. 
The markets have reacted well and momentum is 
building throughout Europe. 
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COMPANIES & FINANCE: ASIA-PACIFIC 


CABMAKERS JAPANESE MANUFACTURERS SHRUG OFF DOWNTURN IN DOMESTIC MARKET 


US sales help Toyota, Honda to record 


By Hcttyo NakamotD ta Tokyo 

Toyota and Honda, two of 
Japan's Leading carmakers, 
■ reported record profits as 
robust US sales more than 
offset the sharp downturn in 
the domestic market 

Toyota suffered a 13.9 per 
cent fall in domestic vehicle 
sales to L0m units as the 
depressed economy and a 
rise in consumption tax 
damped demand for big- 
ticket items such as cars. 

However, a 17 per cent rise 
in exports helped Toyota lift 
group net profits 18 per cent 
to a record Y454.35bn 
($&3bn) on sales down 5 per 
cent to Yll.678.4biL Pre-tax 
profits increased 17 per cent 
to Y828.8hn_ 

Honda also saw domestic 
sales fall, to 757,000 units in 
Japan last year against 
770,000 the year before. How- 


ever. group sales rose 13 per 
cent to Y5.999.7bn. lifting 
pre-tax profits M per cent to 
Y443.4bn. Net profits 
climbed 18 per cent to 
Y260.6bn. 

Firm demand in the US 
and Europe helped support 
the improvements at the two 
companies. “Our US compa- 
nies have done very welL 
They have become much 
more profitable,” said Iwao 
Okijima, Toyota executive 
vice-president 

In contrast, Toyota’s UK 
sales suffered from a change 
in car models, which 
required retooling its fac- 
tory. However, sales in 
Europe are on track to meet 
a target of 600,000 in fiscal 
1999, Toyota said. 

Honda enjoyed firm 
demand in the US for its 
CR-V sports utility vehicle 
and its new Civic saloon. 
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The company’s vehicle sales 
in North America surged 14 
per cent in unit terms to 
1.09m, while the value of 
sales in the region increased 
51 per cent from YL950bn to 


Y2.433.5bn. In Europe. 
Honda saw vehicle sales 
grew 24 per cent to 261.000 
units, while in value terms 
sales rose 11 per cent to 
Y5l7.3bn. 


Honda is more opt im istic 
about the current year than 
Toyota, expecting firm 
demand in the US for its 
Accord saloon to support a 
3.6 per cent increase in 


Nissan’s promises fail to dispel doubts 

Proposed remedies to cut debt mountain may be too late, writes Paul Abrahams 


J apan’s second biggest 
automotive group yester- 
day acknowledged it was 
in deep trouble. In his com- 
pany's Tokyo headquarters, 
Yoshikazu Hanawa, presi- 
dent of Nissan, was obliged 
to announce his second prof- 
its warning in six weeks. 

He drew a gloomy picture 
of the crisis. The domestic 
automotive market has col- 
lapsed, down 19 per cent in 
the first four months this 
year. Overseas, Nissan has 
fared little better. Although 
the European business made 
a profit for the first time last 
year, the US operations have 
been disastrous. 

The remedies proposed by 
Mir Hanawa appear radical - 
at least for a Japanese com- 
pany. Nissan will shift from 
the traditional Japanese 
goals of sales growth and 
market share and concen- 
trate instead on profitability. 

It has abandoned its target 
of 25 per cent of domestic 
market share. Operating 
margins will be donbled 
from 3 per cent last year to 6 
per cent in the year ending 
March 2003. Costs will be cut 
by Y400bn ($3bn) by the end 
of the 2001. Inventories will 
be slashed by Y250bn by 
2000. In the search for 
greater profitability, Nissan 
will even "explore co-opera- 
tive business relations with 
other companies on a global 
level”. 

Despite the rhetoric, 
doubts remain. It is for from 


clear that Mr Hanawa can 
deliver on his promises, and 
even if be can. it may be too 
little too late. 

Nissan's problems are not 
new. Next Wednesday the 
company will announce net 
losses for the fifth time in 
six years. Since 1992 the 
company has posted aggre- 
gate losses of Y333bn. 

The main problem is debt 
Mr Hanawa said yesterday 


When asked 
about problems 
in the US, Mr 
Hanawa said he 
did not feel on 
top of the 
situation there. 


that the group’s net liabili- 
ties - built up during an 
international Investment 
spree in the early 1990s - 
were Y2.500bn. However, 
analysts believe that when 
finance subsidiary debts are 
included, the true figure is 
Y3.500bn. 

Even this may under- 
represent the problem, given 
the poor disclosure of many 
Japanese companies' subsid- 
iaries. Changes in regula- 
tions could soon force 
Nissan to consolidate the 


debts of such affiliates. 

Nissan’s high debts - its 
acknowledged net debt-to- 
eqoity ratio is about 250 per 
cent - have held back 
investment in new products. 
This has resulted in a lack- 
lustre product line-up that 
has bit sales and profitabil- 
ity. Nissan r emains highly 
dependent on saloon cars, at 
a time when the domestic 
and American markets for 
such products are sluggish. 
Even Nissan’s occasional 
successes are not without 
problems: its Cube vehicle is 
priced so competitively in 
Japan that margins are thin 

The consequences in the 
US, in particular, have been 
catastrophic. Sales in April 
were down 24 per cent year- 
on-year. . 

This collapse comes 
despite a $200m "Enjoy The 
Ride” advertising campaig n. 
The company has had to 
resort to heavy discounting 
to shift stock. Weak market- 
ing means it also leases out 
a substantial proportion of 
its vehicles - about 40 per 
cent against an industry 
average of 25 per cent A col- 
lapse in second-hand prices 
has forced Nissan to make 
heavy provisions to cover 
lower-than-expected residual 
values - the main reason for 
yesterday’s profits warning. 

Nissan’s ability to sort out 
the mess is in doubt Manag- 
ers remained vague yester- 
day about solutions. When 
asked about problems in the 


US, Mr Hanawa said he did 
not feel on top of the situa- 
tion there. 

He was similarly vague 
about how he would achieve 
his target of cutting debt by 
Yl.oootm. There was talk of 
improved cash flow, the dis- 
posal Of cross-shareholdings 
in other mmpiinlps , and the 
possible sale of the group's 
headquarters, bat few 
details. 


Tricky leasing 
sums make for 
US nightmare 


M: 


Hanawa must now 
deliver on aggressive 
cost-cutting. There is 
plenty of fat in the organisa- 
tion. Gross margins are just 
25 per cent compared with 
Honda's 30.6 per cent, 
according to Morgan Stan- 
ley. He must also rid the 
group of loss-making 
operations such as Nissan 
Diesel, its truck b usiness . 

There appear to be opposi- 
tion forces within the com- 
pany Itself. Details of the 
possible sale of Nissan's 
stake in Nissan Diesel to 
Daimler-Benz of Germany 
were leaked last week, driv- 
ing up the quoted subsid- 
iary’s share price and almost 
derailing the deal. News of 
the sale of the prestigious 
Ginza headquarters was also 
leaked to the press. 

The road is likely to be 
bumpy for the world's sixth 
largest automotive group, 
and Mr Hanawa has much to 
prove if he is to maintain the 
company’s long-term 
independence. 


By Haig Slmomao, 

Motor Industry Correspondent 

Leasing cars in serious 
numbers has always been a 
tricky business, and Nissan's 
misadventures in the US are 
another example of what 
happens when companies 
get their sums wrong. 

The group’s problem arises 
from nwr-op timts Hc assuxnp* 
dons abo ut th«» residual val- 
ues of cars sold on what the 
company itself describes as 
"very competitive” leases. 
When the cars came back, 
their used value to the trade 
was lower than Nissan’s 
original assumption, lending 
to some “very significant” 
provisions, reflected In its 
latest figures. 

The need for such attrac- 
tive lease deals, along with a 
sackfUl of other incentives, 
stemmed from slack demand 
for many US-built Nissan 
models. 

Although based in Calif- 
ornia, the company makes 
care and pick-ups in Smyrna, 
Tennessee. The factory Is 
designed to build 450,000 
vehicles a year - and 
achieved a record 465,000 in 
1985 - but output last year 
was just 398^00. . 

The drop reflected crumb- 
ling US demand for tradi- 


HK downturn leads developers to fight dirty 


By Louise Lucas 
ta Hoag Kong 

Hong Kong property 
developers have sparked a 
price war and resorted to 
aggressive poaching to win 
over the dwindling band of 
buyers in the territory. 

The battleground is Iking 
Y1 island, a former grave- 
yard now blanketed with 
bousing estates. Cheung 
Kong, controlled by the 
tycoon Li Ka-shing, threw 
down the gauntlet on Mon- 
day when it launched its 
Tierra Verde Oats at about 
HK$4.150 (US$535) a sq ft 
The price was about 10 per 
cent below market expecta- 
tions. reflecting the mori- 
bund state of the sector. 

Cheung Kong's move 



High-rise battle: residential prices have tumbled as slowdown bites 


prompted 12 per cent price 
cuts from Sun Hung Kai 
Properties to HKS3.750 a sq 
ft, while Henderson Land cut 
the price of flats in two of Its 
developments by 7 per cent 


Last night Wheel ock joined 
in. cutting the price of flats 
in its Galaxia development 
on the Kowloon peninsula. 

Residential prices are 
already 35 per cent off their 


peak last July, and as the 
economic slowdown engulfs 
Hong Kong, few analysts see 
an upturn in the next 12 
months. 

Developers are also resort- 


ing to more devious meth- 
ods. Agents are stationed 
outside rivals' developments 
to lure potential buyers to 
their employers’ properties. 
Cheung Kong even lays on 
coaches, according to one 
agent 

“This price war is very 
intensive. When the market 
was bad in the early 1960s, 
developers would not do 
such things,” says Shih 
wing-ching, managing direc- 
tor of Centalme Properties, 
Hong Kong’s biggest domes- 
tic agency. 

The difference is attribut- 
able in part to the protracted 
economic slowdown — econo- 
mists expect growth of about 
just I per cent or 2 per cent 
this year, and unemploy- 
ment is at a 14-year high - 


and high interest rates. 

Hong Kong also has a 
buoyant simply of property 
and a government housing 
policy which, the developers 
say, foils to take into 
accou nt weakening damawd 
Tung Chee-hwa,. Bong 
Kong's chief executive, made 
affordable hmwrfng one of his 
filSt p ronvigpa on aagntntog 

office in July last year and 

has shown little Tnnlfriatinn 
to renege on plans to huQd 

85.000 flats a year, of which 

50.000 will be public 
Yesterday Mr Tung said 

that the government was 
"extremely concerned about 
any rapid fall in the prop erty 
market, because the stability 
of the property sector is very 
important to Hong Kong's 
overall stability". 


The CFA charter means the 
same thing around the g!ob= 
Investment professionalism 
and excellence. 


Standards 

Over 24,000 investment professionals from 63 countries have earned the CFA* 
designation — Chartered Financial Analyst. And that speaks volumes in any 
language. It says that the standards represented by the CFA charter are a 
constant in an evur-changng world of international investments. That the 
? designation’s stringent Code of Ethics and advanced curriculum provide 
charterholders with the competitive edge so vital to their success. 

A universal symbol for high professional standards and principles, the CFA charter is 
sponsored by the Association for Investment Management and Research. AIMR also offers 
other professional development programs designed to achieve higher standards for CFA 
charterbolders, their employers and their clients. 



For more information and a free brochure, call 1-804-963-6825. 
Or visit oor Web site at wwrwAimr.org. 
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Matsushita hit 
by tax changes 


By Mraandra Harney ta Tokyo 


Matsushita, the Japanese 
electronics giant, blamed 
sharply lowo: fun-year earn- 
ings on tav . chang es. gn< ^ 
weak demand, but predicted 
a recovery next year. 

Consolidated net profits 
slid 32 per cent to Y93.6bn 
($688m) for the year to 
March SI. The tax charge 
rose from Y155bn to Y234bn. 
Excluding the change in the 
tax rate, earnings would 
have fallen 8 per cent, said 
the company. Turnover rose 
3 per cent from Y7,fii75bn 
to Y7,890ta. 

In the current year, the 
company, which markets its 
products under the Pana- 
sonic, Technics -and Quasar 
brand names, said it would 
focus on information tech- 
nology products - especially 
optical discs and mobile 
phones. 

It said consolidated net 
earnings should rebound 37 
per cent to Ylfflhn. an sales 
up 1 per cent at Y8,0OObn.- 
The company, which said it 
would rtjy a Y123 dividend 


this year, also announced an 
additional dividend to com- 
memorate its 80th anniver- 
sary but did not specify Its 
timing or value. 

However, analysts cau- 
tioned Matsushita’s pros- 
pects might be worse than 
expected, because of low 
demand for home electronics 
and a fall in mrihtte phone 
prices. Andrew Haslrfng , ana- 
lyst at HSBC Securities 
Japan, said: "We thfair the 
company's forecasts may be 
a bit optimistic,” 

Domestic sales slipped 4 
per cent to Y4J£4bn as foil- 
ing demand for home appli- 
ances hit profits across 
Japan's consumer electron- 
ics sector. Home appliances 
account for nearly one-third 
of . Matsushita's domestic 


-However, brisk sales of 
information technology and 
video equipment, supported 
by a weak yet led to a 10 
per cent rise in overseas 
sales to -Y3£97biL Overseas 
sales; at 51 per cent of turn- 
over, surpassed domestic 
sales fo^ the first time. 
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HONG KONG PROPERTY 


group net profits to Y270hn 
on higher sales of Y6^00bn. 

Toyota forecasts a decline 
in parent sales to Y7.700bn, 
with net profits falling to 
Y300bn. 


tional passenger cars, which 
comprise the balk of Nis- 
san's US output 

Smyrna makan the Altrma 
and Sentra, two mid-sized 
saloons, the Frontier 
pick-up and a coupe version 
of the Sentra called the 
200SX. 

None of those vehicles 
forms part of the biggest and 
most profitable segments of 
the US market - large sports 
utilities and beefy pick-up 
trucks. Nor does Nissan 
have a lightweight sports 
utility vehicle. 

The company is not 
enti rel y ahw rit from expand- 
ing seg ments , such as mini- 
vans. which have captured 
sales at the expense of 
conventional saloons. But 
it has been further hit by 
the fact that even its 
conventional US-built mod- 
els have suffered ^pruning- 
fortunes. 

The Sentra. its highest- 
volume model, which will be 
built exclusively in Mexico 
from next year, is ageing, 
while the newer Altima has 
not enjoyed the same popu- 
larity. 

Only next year, with the 
transfer of Sentra produc- 
tion, will the Smyrna plant 
gain a new lightweight 
sports utility vehicle. 


Mingley to take control 
of Sing Tao Holdings 

Minatay Corporation, a Hong Kong property group which 
developed Discovery Bay, te to fake control of Sing Too Hold- 
ings. the investment and pubttshk® grot#, from Safly Aw, the 
chairman who inherited the business from her father. The 
deal, announced yesterday, is HKrty to teed to a gsnwa) offer, 
which under Hong Kong rotas ta triggered once the 35 per 
cent holding b reached, Afleneral offer would be made at the 
same price as that perfd for Ms Awls shares. 

Mingley is to set up a new company In which Ms Aw wB 
have a 49 per cent Stake. This vehicle wffl buy Ms Aw*s 
shares In Sing Tao for HK$369.58m <US$47.7mJ, or HKS1.76 
a share, a premium of about 23 per cent to foe ctaalng price 
of HKS1.43 an Friday, Whan trading in foe shares was 
suspended. 

The new company Is to be financed by a loan from Mingley, 
said to be advanced on comroerria) terms, hut bearing an 
interest rate of 2 per cent below the prime rate. The deaf ends 
months of speculation. Ms Aw Is understood to have been 
negotiating a sale of he i nterests sface test year, but was 
frustrated by the impact of foe Asian financial crisis. 

The sale comes as executives of the' company are facing 
fraud charges over inflating circulation figures of the Gtgfish 
language Standard newspaper. Ms Aw herself was named In 
the allegations brought by the anti-conupfon body, but was 
not prosecuted. 

Sing Tao is one of the few foreign publishers to have been 
granted access to China: foe Chinese language Sing Tao was 
one of foe earliest overseas newspapers dreufated across foe 
border. Louise Lucas, Hong Kong 

MOBILE TELE PHONES _ _ _ 

AT&T sells SmarTone stake 

Shares fa SmarTone, the Hong Kong mobile phone operator, 
fed more than 4 par cent yesterday after AT&T sold 3s entire 
1&5 per cent stake in the company. The shares were pieced 
to Institutional investors at HKS 18.30 a share, a discount of 
5.7 percent against Tuesday's ctose of HKS19AQ. 

Dan Somers, AT&T chief financial officer, said the sale was 
pert of the group's strategy to focus its portfolio of Invest-: - 
merits. Since the beginning of lest year, it has generated 
some US$12bn in cash from disposal of businesses. 

The. sale comes just two months after ABC Communica- 
tions {Holdings), a Hong Kong paging and internet c o m pany, 
soki down its 12 par cent stake fa SmarTone. Shortly after 
ABCs withdrawal. Town Kahn, an arm of China’s former Min- 
istry of Posts and Telecommunications - which has since 
been merged with other information ministries - trimmed its 
holding by about 2 per cent to 10.4 per cent Yesterday 
SmarTone’s share price closed down 85 cents at HKS1855. 

Merrill Lynch arranged the share placement Louise Lucas 


OFFICE EQUIPMQIT 

Overseas sales buoy Ricoh 

Ricoh, the Japanese photocopier and office equipment maker, 
reported record profits fast year from buoyant overseas mar- 
kets, despite slipping sales in Japan. The company also fore- 
cast higher sales and profits for foe current year/ although it 
said the domestic economic outlook was unclear, and condi- 
tions fa Asia would stay adverse. Non-consoGdated sales 
should grow 2J3 per cant to Y770bn (S5.66bn), and net profits 
4.2 per cent to Y23-5bn. Consolidated sales are expected to 
rise 32 per cent to Y1,450bn, and net profits 5.8 per cent to 
Y32.5bn. 

Consolidated results, which indude contributions from sub- 
sidiaries such as Gestetner in the UK, lest year benefited from 
a 19 per cent increase in photocopier sales outside Japan. 
Consolidated net sales ware up 6.6 per cent, to Yl,403bn, 
giving pre-tax profits of YB8.4bn, up 22 per cent, and net 
profits of Y30.1 bn, up 4.2 per cent 

Despite difficult conditions in foe main market of Japan, 
where photocopier sales slipped 0.7 per cent and photo- 
graphic equipment 21.3 per cent, overall non-consofldeted 
sales rose 7.7 per cant to Y752.6bn. and net profits Jumped 
13.6 per cent to Y22^bn, largely from rising exports. The divi- 
dend was cut Y1 to Y11. Bsthan Hutton, Tokyo 


WATCH MAKING 


Citizen advances 40% 


Citizen, Japan’s largest watch manufacturer, achieved a 40 
per cent Increase In net earnings, up from Y9.76bn to 
Y13.7bn, in the year erxSng in March, because of strong 
exports. Watch safes, bolstered by high-margin timepieces 
such as foe solar-powered Eco-Drive, rose 4 per cent to 
Y184.4bn, while sales of notebook, computers and other infor- 
mation technology products fell slightly, from Y154.9bn to 
Y147.9bn. .. .. 

Economic stagnation held down domestic sales, foe com- 
pany said. The Japanese economy was in great difficulty as 
consumer spending sunk under such developments as a rise 
fa consumption tax and confusion in foe nation’s financial 
system," it sakl. However, because foe domestic market only 
represented a third of sales, foe company was able to com- 
pensate with exports. 

Pre-tax profits excluding exeeptionais rose 25 per cent to 
Y31.9bn, while net sales slid 1.7 per cent to Y386.4bn. The 
respite were strengthened by export sates, coupled with foe 
effect of the weak yen, the company said, fa the current year 
consolidated nek income was expected to rise modestly to 
Y14bn, on sales up 9 per cent at Y390bn. The company said 
tt ptanned to cut costs by restructuring management and pro- 
duction and to expand marketing activities. The dividend was 
maintained at Y9 per share. Alexandra Harney, Tokyo 


SEMICONDUCTORS 


Kyocera profits tumble 32% 

Difficult world markets for semiconductors aid telecommisif- 
cations equipment depressed sales and profits at Kyocera, 
the Japanese manufacturer of semiconductor products. Par- 
ent company sales, toll 6 2 per cent to Y481 .7bn ($3.61 bn), 
leading to a 32 2 per cent fall In pre-tax profits to Y65.7bn, 

wraenet profits were 28^ per cent tower at Y36.6bn 

expects parent-company sales to Jump 7.B pw cant 
to Y530bn, and net profits to recover to Y42bn, on foe bPffto 

of new product launches fa the second half. 

Kyocera has been suffering from a move away from 
cerarolc packaging for microprocessor units to fighter 
chea^ pjastks, partfcuiarty by its key customer. Intel This 
. a 14-4 pef CWTt drop semiconductor part sales, the 
compan y^ core business. However, in the second half of the 
current year Kyocera will put fata fat? production its newly 
developed plastic MPU p^kages. 

Tefaoommunicatkxjs equipment sales fell 20 per cent, 
masniy because off price erosion in foe Japanese mobile 
phone market. but Kyocera is planning to remedy this with 

"ew^ecommuriicatlons equipment in the home 
ana overseas markets. 

■ IaS I y p f ,s stee P fate heavy 
favwtment, particularly m development of tefacxxhrnunlcatlons 
products. 

BetiwperiwmanGe overseas meant that consolidated sales 
rose sSghtJy, up 1.5 per cent to Y725.3bn. and net profits 

roso i pre-tax profits droppedS5' 
per cent to Y105Abn. Kyocera said the sales faoraaseVi&s 
helped by the strong performance of AVX. a capacitor -making 
subsldjary fa the US. Bethari Hutton, 
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Coca-Cola 
Beverages 
will look east 


ADVERTISING MARKET EXPECTS CLEAR CHANNEL TO RAISE OFFER IF MMC IS CALLED IN 

Bet on US comeback for More 


COMMENT 


By John Wflbnan 

Plans for tbe London 
flotation of a new company 
to bottle and distribute Coca- 
Cola in eastern and central 
Europe are due to be 
announced today, barring 
last-minute delays in tbe 
Australian courts. 

Coca-Cola Beverages will 
operate in 10 countries of tbe 
former communist bloc Tbe 
July flotation is likely to 
value the company at about 
£i.Sbn ($25bn). making it a 
constituent of tbe FTSE 250 
index and a must-buy for 
index-tracking funds. 

Hie formation of the com- 
pany. announced in Febru- 
ary. offers investors a 
chance to invest in a con- 
sumer goods company oper- 
ating in eastern Europe. Its 
territory will include Poland, 
Belarus, Ukraine and 
Romania It will also operate 
in Austria. Switzerland and 
northern Italy. 

Most of the company is tbe 
European operation of Coca- 
Cola Amatil, the Australian 
bottler that distributes Coca- 
Cola in the Asia-Pacific 
region. Court approval is 
necessary for the demerger 
of Amatil, which will give 
shareholders shares in Coca- 
Cola Beverages. 

Many existing sharehold- 


ers - including San Miguel, 
the Philippine company 
which owns 25 per cent of 
Amatil - are unlikely to 
want to hold shares in a 
European bottler. Tbe flota- 
tion will allow them to sell 
their new shares in the mar- 
ket through a bookbuilding 
exercise managed by SBC 
Warburg Dillon Read. 

Coca-Cola Beverages win 
also acquire the franchise 
for northern and central 
Italy, and including Rome, 
from the Coca-Cola parent 
company. The price has not 
yet been disclosed, but is 
likely to include some shares 
which - added to its 33 per 
cent stake through Amatil - 
will give Coca-Cola more 
than half tbe new shar pw. 

In time it is likely to i 
reduce this stake, in line 
with its approach in the 
other anchor bottlers such 
as Amatil. The Atlanta-based 
group has been consolidat- 
ing operations worldwide, 
and with Coca-Cola Bever- 
ages will have four anchor 
bottlers in Europe. The other 
three are: 

• Coca-Cola Enterprises, 
which covers France, the UK 
and the Benelux countries 

• Coca-Cola Nordic Bever- 
ages in Scandinavia, and 

• Coca-Cola Erfris chungs- 
getrSnke in Germany. 


By Andrew Edgecnffe^iabnsoa 

Clear Channel Communic- 
ations of the US is expected 
to raise its £44 6m ($745m) 
offer for More Group if the 
UK outdoor advertising 
group's rival suitor. Decaux, 
is referred to tbe Monopolies 
and Mergers Commission 
today. 

Margaret Beckett, the 
| trade and industry secretary, 
is expected to rule whether 
the French group's £475m 
bid should be cleared, or 
investigated by the MMC. 
Most analysts expect a refer- 
ence, although Decaux has 
insisted that its bid raises no 
c o m p eti t i on concerns. 

Analysts and investors 


RESULTS 


said yesterday that Clear 
Channel would have to raise 

ha terms from £1030 a share 
to at least the £1L10 level 
offered by Decaux to win a 
recommendation from tbe 
More Group board. 

“The market is betting 
that the Americans will 
come back with more,** said 
Lorna Tflbian. media analyst 
with Panmnre Gordon. 
More's shares were 
unchanged yesterday at 
£LL16Vt - slightly above the 
level of the Decaux offer. 

Other analysts added that, 
should Decaux be faced with 
an MMC investigation which 
could last for six months, it 
would pobably tell share- 
holders that, were it to be’ 


cleared, it would return with 
a higher offer. 

Such a renewed bid would 
have to be above £12, ana- 
lysts said, given the delay 
and risk investors would 
face if they chose to wait for 
Decaux to re t urn. 

Should Mrs Beckett clear 
the Decaux bid, which would 
give it control of nearly 90 
per cent of local authority 
bus shelter contracts In the 
UK but just a quarter of the 
broader outdoor advertising 
market, analysts said Clear 
Channel may yet return 
with a higher offer. 

Such a move could spark 
off a second round of a bid- 
ding battle wbicb has to date 
been notable for namecalling 


and a considerable amount 
of lobbying. 

It would also attract closer 
attention to the finances of 
Decaux, and its ability to 
take on debt to finance a 
higher bid. Jean-Francois 
Decaux, tbe group's chair- 
man, said last week that the 
private company has about 
yw¥>m of cash. 

Decaux has consistently 
said it would be able to pay 
more than any other group, 
because it is not answerable 
to outsidesharebolders. The 
group is 100 per cent owned 
by tbe family of Jean-Claude 
Decaux, wbo invented bus 
shelter advertising and tbe 
automatic public conve- 
nience. 
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Green fingers 


Will Michael Green be as 

good at building businesses Cartton Comm unica t i ons 
as be Is at milking Carlton Share price refeflfae to ttw 
Communications' existing fT&MecSa sector 

ones? ITV. video duplication 120 1 

and the like are good cash I j 

cows: the group generated „„ , .RLfli 

over £ 100 m during the six I TJaUikt 

months to end-March and is . r ^in 
sitting on net cash of nearly JD0 Kill f l l I 

£ 200 m. But these businesses TfV niR 

have few growth prospects. > 1 lU 

Hence, the challenge is to K |J_ 

find new avenues for growth. 

The main initiative - digital 

terrestrial television. - is .....i t...... 

fairly promising. British Digi- laae 97 98 

tai Broadcasting, in which nmrMmn 
Carlton has a 50 per cent 

stake, is well-positioned to provide a cheap and cheerful 
service that will expand the market beyond the confines so 
Car exploited by British Sky Broadcasting. 

There are, of course, risks. BSkyB may not be happy with 
a high-margin, lowish-volume niche. If it counter-attacked 
aggressively on price and marketing. BDB could soon be 
shredding its business plans. 

Nevertheless, this is just the sort of risk Carlton ought to 

be r unning . 

The group is coy about what other initiatives it has in 
mind. It might conceivably apply for one of the next genera- 
tion of mobile telecoms licences. A bigger push into TV 
programming might also be logical, though recent allega- 
tions that one of its documentaries was a fake may have 
dented its confidence. At any rate, share buy-backs are 
rightly on the back burner. 


It is glasnost BT-style. The veil is slowly lifting on its 
European investment programme. And Cellnet. BT*s slug- 
gish mobile subsidiary, is at last acknowledged as lacking 
competitive edge. Both are signs of tbe beneficial effect on 
BTs style of the shock of losing MCI to WorldCom. 

BTs promise of greater openness is a sensible, if belated, 
response to scepticism about its international expansion 
plans. While details will only be released next month. BTs 
bullishness on its continental investments is encouraging. 
Start-up losses, running at some £300m, will peak this year 
and most ventures will break even within 3 to 5 years. 

Sustaining such losses hardly puts pressure on BTs bal- 
ance sheet and should put the company in a strong position 
to get in on the ground floor of the liberalised European 
market. The contrast with the US - where the price of entry 
is prohibitive - is stark. 


By Jonathan Guthrie 

A confidential report 
commissioned by British 
Biotech, the former flagship 
of the UK biotechnology sec- 
tor. suggests that directors 
dealt in its shares despite 
strong doubts on the prog- 
ress of critical drug trials, 
which were not shared with 
investors. 

The report, written by the 
law firm Cameron McKenna 
last month, dears the direc- 
tors of breaching stock 
exchange rules. These 
require directors to cease 
dealing in shares when an 
official announcement of 
price sensitive information 
is likely. 

However, tbe lawyers' 
report says that “in hind- 
sight, >t may be argued" that 
in January 1995 when a 
□umber of directors sold 
shares “there existed a mat- 
ter which constituted unpub- 
lished price sensitive infor- 
mation". A slew of worrying 
side effects had emerged in 
drag trials that were aban- 


BT held 
back by 
price fall 

By Alai Cane 


Intensifying competition, 
falling prices and invest- 
ments overseas kept the lid 
on growth at British Tele- 
communications last year. 

Although sales edged 
ahead 4.7 per cent to £l5.5bn 
(525.7bn) pre-tax profits were 
□at at £332bn (£33bn). 

The results for the year to 
March 31 were affected by 
two exceptional items. 

BT received a fee of £238m 
from US telecoms group MCI 
after the collapse of merger 
negotiations, but was 
obliged by the UK govern- 
ment to pay a windfall tax 
charge of £510m. As a result, 
after-tax profits fell 17.6 per 
cent to £1.73bn. 

The results were broadly 
in line with market expecta- 
tions, and the shares closed 
only slightly down, falling 
2* ip at G38p. 


doned shortly afterwards. 

According to the report, 
the trials were already “deli- 
cately poised” by January 
10. when an independent 
group of doctors running the 
trials met to discuss prog- 
ress. Three directors of the 
company made big share dis- 
posals on January 17 1995. 
all at £535 a share, through 
Dresdner Kleinwort Benson, 
the company broker. 

The deals are being scru- 
tinised by the . stock 
exchange. Just seven days j 
later the company 
suspended recruitment of ! 
patients to phase m pivotal 1 
trials of tbe anti-cancer drug 
batimastat because of worry- 
ing side effects. On February 
17 the company announced 
it was suspending the trials, 
triggering a fall in the 
shares. 

However. Mr McCullagh 
told the FT yesterday: 
"There was no expectation 
on behalf of the directors or 
the managers in the com- 
pany that these trials would 
be suspended.” 

Carlton 
beats City 
forecasts 

By Cathy Newman 

Carlton Communications, 
owner of three ITV fran- 
chises, defended the perfor- 
mance of its terrestrial tele- 
vision interrats as it turned 
in interim results above City 
expectations. “People are 
underestimating the 
strength and resilience of 

rrvr u saut 

Tbe comments came as 
Carlton unveiled pre-tax 
I profits for the six months to 
Mar ch 31 up 4 per cent at 
£165. 7m ($277m). That 
included £65hn digital televi- 
sion costs. The figures also 
included a £9.Sm profit on 
tbe sale of the company's 
interest in Getty Images. 

Carlton’s products busi- 
nesses suffered from the 
strong pound and the tur- 
moil in Asia. 

The shares rose 23p to 
517p. 


National 
Power 
invests 
in China 

By Andrew Taylor 


National Power, the UK 
generator, is investing $25Qm 
in two new Chinese power 
stations. The move comes 
against a background of fall- 
ing UK profits and market 
share. 

The two projects will take 
National Power’s overseas 
spending to £l.3bD in five 
years. The company has 
grown from a totally UK 
business into one of the 
three largest international 
electricity generators with 
Endesa of Spain and AES of 
the US. 

National Power will invest 
$180m in a $700m project to 
build a 70QMW coal fired sta- 
tion at Changsha in Hunan 
province, which it will 
develop and operate. It will 
also spend $66m on a 49 per 
cent stake in a 250MW plant 
under construction at 
Shaowu in Fujian province. 

National Power yesterday 
blamed the mild winter and 
increased competition in UK 
electricity markets for a dip 
in pre-tax profits to £720m 
(£74Qmj, excluding an excep- 
tional windfall tax payment 
of £266m, for the year to 
March 31. Overseas profits 
rose to £l30m (£74mV 

Keith Henry, chief execu- 
tive. warned that group pre- 
tax profits in the current 
year would be at least £130m 
lower because of the ending 
of beneficial UK coal-fired 
electricity contracts. 

Tbe group has a capacity 
of about 16.00QMW in tbe UK 
and 1O.OO0MW overseas, 
which is expected to grow to 
about half of group capacity 
by 2003. It has already spent 
$70m on four Chinese cogen- 
eration plants and has 
investments in Australia. 
Pakistan, Spain, Turkey, 
the Czech Republic and tbe 
US. 


For U.K. pension funds, 

Morgan means more 
global resources 


More experience in every part of the world 



NOTICE TO HOLDERS 

GENERAL ELECTRIC CAPITAL CORPORATION 

6 n n Notes Due February 17, 199B ISIN XS0041913319/ 

Serial No. 033001 fUSSlOO.OOO Note) 
and 

gi,g«Vj Notes Due March 4, 1999 ISIN XS0042140649 
Serial No.’s 000084 through 000095 (USS 100,000 Notes), 
000183, 000184 {US$10,000 Notes), 

000461. 000462, 000496 through 000498 (US$1,000 Notes). 

NOTICE IS HEREBY GIVEN pursuant to Section 17 of both of the Fiscal 
and Paying Agencv Agreements governing the above described notes, 
that General Electric Capital Corporation, as issuer; and the Bank of 
Montreal, as paving agent, have been ordered and directed by the 
United States District Court ior the Middle District of. Honda. 
Jacksonville Division to stop payment on the above described notes and 
all outstanding coupons appurtenant thereto. 

rwopd May 21. 1998 GENERAL ELECTRIC CAPITAL CORPORATION 
BANK OF MONTREAL 


J.P. Morgan has been managing assets in the U.K. for 
more than 20 years and for U.K. clients for nearly a 
decade. How did we become so well established? 

By providing our clients with mors. 

More experienced investment professionals developing 
strategies across asset classes, instruments, and currencies. 
More than £25 million invested in global equity research 
annually and more dedicated analysts around the world 
to provide our clients with a real information advantage. 
And more ability to make risks visible, understandable, 
and manageable. 

Pension clients know our investment expertise extends to 
virtually every market around the world. And that our 
disciplined investment process helps us achieve consistent 
results, not surprises. So whether they need expertise in 
U.K. or global equities, European bonds, or the emerging 
markets, Morgan means more. 

For information about how we can offer you more, please 
contact Jeremy Clegg on 0171-451 8131. 


JPMorgan 
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INTERVIEW JOHN PEPPER, PROCTER & GAMBLE CHAIRMAN AND C HIEF EXE CUTIVE 

Proctoids’ new, 
improved future 


Polishing the image of the household products 
group is one thing; the real battle is for 
innovation and growth, writes Richard Tomkins 


■VS “Oh, you’ll like John 
RTj Pepper," says a Procter & 
VaU Gamble staffer at the 
company's headquarters in 
Cin cinna ti, Ohio. “He's a real 
down-to-earth, friendly kin da 
guy.** Or as another employee 
puts it: “You'D like John. He's a 
real friendly guy - real 
down-to-earth." 

Friendly? Down-to-earth? The 
chair man and chief executive of 
Procter & Gamble? Five years 
ago, a business book about the 
company portrayed it as a sinis- 
ter, paranoid institution obsessed 
by secrecy and control. Employ- 
ees were described as blue-suited 
Troctoids” whose lives, appear- 
ance and behaviour were policed 
by company bullies and spies. 
The then chairman and chief 
executive, Ed Artzt, was nick- 
named the Prince of Darkness. 

In keeping with this Image, the 
company's headquarters building 
is a grim, brooding monolith 
looming over downtown Cincin- 
nati. But there are some mild 
surprises inside. 

For a start, many employees 
appear to be happy. In at least 
two departments, birthdays are 
being celebrated. In a meeting 
room called the Idea Factory, 
people are encouraged to wear 
silly hats and play with wacky 
toys. Most disconcerting of all. 
everyone Is wearing casual 
Clothes. 

The disappointments extend to 
the llth floor executive offices, 
where Mr Pepper. 59, cuts an 
unlikely figure as a commissar. A 
gentlemanly consensus-builder, 
he talks a lot about people, 
respect and doing the right thing. 
And yes, he comes across as a 
friendly, down-to-earth kinda guy 
- but one with ambitious goals 
for extending P&G's products 
still farther into the nooks and 
recesses of people’s lives. 

Describing the book about P&G 
as “a bunch of garbage”, Mr Pep- 
per laughs off its portrayal of his 
predecessor as demonic. When 
Mr Pepper joined the company in 
1963, he says, Mr Artzt, far senior 
to him, spent hours teaching him 


about the business. T had some 
of the most cockamamy propos- 
als I wanted to do. I had some 
really crazy ideas, and he let me 
do than. 

“So he was a teacher. And yes, 

his style was different than mine. 
I don’t think there have been any 
CEOs in this company whose 
styles have been exactly the 
same. That's probably good, if 
you believe in diversity - and 1 
happen to, as long as the basic 
values are right" 

Mr Pepper is bashful when it 
comes to discussing the changes 
he has made since succeeding Mr 
Artzt three years ago. “I find it 
hard to comment on, in a way. It 
sounds so individual," be says. 
“Much of what we've been doing 
Is on a continuum." 

Still, Mr Pepper does seem to 
have turned P&G into a more 
people-friendly organisation. "I 
want to see people enjoy them- 
selves, and the reason we moved 
to this casual dreSS, O T b usiness 

appropriate attire as we call it is 
a feeling that maybe in some way 
it would let people be themselves 
more and do what they wanted to 
do,” he says. “This has not 
changed the fortunes of the com- 
pany. But I*m glad we did it” 

So what will change the compa- 
ny’s fortunes? Although P&G’s 
net profits rose a respectable 12 
per cent to $3.4bn in the year to 
June 1997, its revenues rose only 
1 per cent to *35Bbn- Mr Pepper 
is on a mission to reinvigorate 
growth: he aims to double reve- 
nues in the next 10 years. 

If that sounds a lot for a com- 
pany already so large, it is less 
than Coca-Cola and McDonald’s, 
two other US consumer goods 
companies, have achieved in the 
past decade - in large 

part to the opening up of vast 
new markets around the world. 

But there is an important dis- 
tinction between these compa- 
nies. In a list of the world’s top 
brands published by the Inter- 
brand consultancy last year. 
McDonald's and Coca-Cola 
ranked first and second respec- 
tively. P&G’s highest ranking 


brand was the recently acquired 

Tampax at number 2L 

In a sense. Coca-Cola and 
McDonald's do not have to do 
anything very imaginative to 
increase revenues. Their colas 
and D ur g e is are not necessarily 
the best - others score higher in 
taste tests - but they are the 
world’s most wanted. So their 
basic strategy amounts to mak- 
ing sure as many people as possi- 
ble can get their products. 

P&G does not have the luxury 
of these universally sought-after 
brands. It has to battle for every 
extra dollar by inventing “new. 
improved" products - striving to 
make household goods that genu- 
inely do the job better than those 
of its rivals, then charging a pre- 
mium price far them. 

Unlike Coca-Cola, for example, 
which has hardly changed Coke’s 
formula in more than a century, 
P&G has changed its Tide deter- 
gent 30 times in the past 50 years. 
“We five or die by product inno- 
vation and technology,” Mr Pep- 
per says. “We know that if we 
don't have it, we can’t grow the 
business in North America. Nor 
can we succeed in China or Rus- 
sia the way we need to." 

Of course, Procter & Gamble 
has always been an innovator. Its 
Draft was the first laundry deter- 
gent, Crest the first fluoride 
toothpaste on the mass market 
Pampers, the disposable nappies, 
and Head & Shoulders, the anti- 
dandruff shampoo, were also 
mass-market firsts . 

But in recent years, the pace of 
blockbuster innovations seems to 
have slowed. Apart from Olestra. 
a non-fattening fat that passes 
through the body without being 
digested, P&G has produced few 
revolutionary ideas. And in some 
existing categories, it has strug- 
gled to maintain market share - 
notably in toothpaste, where 
Crest has been trounced by new 
products from other companies. 

Mr Pepper defends P&G’s 
record. The company files mare 
patents each year than almost 
any company in the world. 
inrinriing high techno logy com- 
panies, he says. It spent $L3bn on 
research and development in the 
year to last June, up 5 per cent 
from the year before at a time 
when other expenses were cut 



Still, he says, P&G cannot 
afford to be complacent on inno- 
vation. “There are a lot of areas 
where we have to accelerate it” 
be concedes. In particular, that 

moans p ushing hard tO bring OUt 

more “new to the world" prod- 
ucts. creating whole new catego- 
ries that did not previously exist 

Three examples, already being 
test-marketed in the US, are 
Dryel, a product that allows 
people to dry dean their dothes 
at home in a tumble drier; 
Febreze, a spray that gets rid of 
odours on cloth es »nd home fur- 
nishings; and ThermaCare. a 
pain- relieving, heat-releasing pad 
that can be wrapped around ach- 
ing muscles and joints. 

Si gnificantly , says Mr Pepper, 
the last of these draws on the 
company’s knowledge of paper, 
chemical and analgesic technolo- 
gies. “A focus today is on sharing 
technologies across our busi- 
nesses to a level we have never 
done before. We’re very diverse 
across food, healthcare, paper 
products and laundry, and seek- 
ing to see how- we can carry, 
technologies from one to another 


is proving very fruitful." 

Mr Pepper predicts that within 
the next 12 months. P&G will be 
test-marketing annfhgr three or 
four products representing either 
substantial reinventions of Grist- 
ing categories or entirely new 
categories. “We are looking at 
thing! that are truly new. truly 
breakthrough," he says. 

He aiw atm wants to achieve 
drastic reductions in lead times 
for product launches. “It’s one 

thing to tnv wrt them thing s- it's 

anot her to get them into the mar- 
ket faster," he says. "We know 
we have to reduce our lead times, 
from identification of technology 

and product ap plication to fairing 

the product globally. We need to 
compress that by orders of mag- 
nitude, cutting it is half.” 

In spite of his softer, kinder 
image, Mr Pepper gives no indica- 
tion that P&G will become any 
less aggressive. 

“I wouldn't ex p ress any objec- 
tive we have as wanting to be a 
lovable company." he says. “We 
want to be an admired company. 
But I want people to love oar 
brands*” ' •• 


TECHNOLOGY WORTH WATCHING 
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Gene linked with 
physical fitness 
is identified 

Scientists at University College 

London have identified a gene 

associated with physical 
performance in humane. 

The researchers tooted for 
natural variants or “aBetes* of the 
gene for an enzyme called ACE 
that is involved in regulating blood 
pressure. They found evidence that 
the I type of tha ACE gene, rather 
that the D type, is associated with 
human endurance, according to a ■ 
report in today's Nature, the 
international science journal - 

They found that the I type was 

far mere strongly represented 
among 33 high altitude 
mountaineers who can cbmb above 
7,000m without breathing 
apparatus. They also found that 
the l type aBates were associated 
wfth aimy recruits who performed 
wefl in repetitive weight Bfting. 

The researchers beSeve the 
finding could be significant in 
treating strokes and carcfiovascuiar 
disease, if foe gene works by - ' 
making celts more efficient, it might 
stop them from dying when their 
fuel supply Is reduced; '. 

University College London: UK, tef 
(0)1712096965; fax ($1712096121, 

Farmers may 
grow chemicals 

Ptants coukJ became a valuable 
source of raw materials for certain 
Industrial chemicals and polymers, 
according to a team of 
I nter na tional scientists who have . . 
identified genes capable of 
processing chemicals within the 
plant 

When the genes - which are • 
responsible for enzymes that 
create epoxy fatty adds and . . 
acetylenic fatty adds - were 
introduced Into plants, the seeds 
contained significant levels of the 
fatty adds. ■■ 

These fatty adds, which are ‘ 
produced by chemically processing 
vegetable oAs or petroleum, are 
used to make products such , as 
detergents, nylon, glue, paints, 
lubricants and plastics. The 
researchers in Australia, Sweden 
and Britaki envisage that 
introducing the. genes into oSseed 
plants may create a new crop for 
farm era. 

Cstv: Australia, to! 262766545;. 
jeniferj)orltlOtXLC&bd:au ' 


Robots adapt to 
fbod processing 

Robots have bean used in foe car 
and electronics Industries for years. 
But the food Industry - and, in 

particular, the poultry industry - 

has made camparathrtly Httie use 
of them. 

‘ Georgia Tech researchers are 
developing a low-cost robot that 
can handle material with. the aame 
speed and dexterity as humans. 
The robot, caBed foe fotefl^ent 
Integr a te d Belt Manipulator. Is 
capable of remavbig tarns from a 
conveyor belt and transferring 
them jnta a pacldng carton for 
shipping. 

- The job performed by the robot 
is highly repetitive. As a result, it 
might cut down foe Incidence of 
repetitive strain injuries suffered by 
workers in the poultry business. 

The researchers are in 
preBmfnary discussions with private 
companies about commerdaifaring 
the technology. 

Georgia Institute of Technology: 

US. tel 4048948057; httfxM . 
wwwgtrLgatBch.edU/.rcoMmt 

Umbilical cord in 
blood transplants 

Patients suffering Mood depletion 
from genetic disorders or the 
treatment of diseases such as 
leukemia and Aids may eventually 
be abfo to replenish their suppBes 
by blood from discarded umbScal 
cords, writes Victoria QifUth. 

Aastrum Bfosctences, a 
biotechnology company based In 
Michigan, anno u nced positive - 
results from early clinical trials 
using such transplants. If al goes 
wefl. umbilical cord blood may 
eventually taka foe place of bone 
marrow transplantation, use of . 
which is limited as the marrow 
must be exactly matched to the 
doner. 

Umbffical cord blood is rich In 
stem cafe. which are responsible 
for the rapid production of white 
blood ceils, essential to fight . 
Infaction, and platelets, which aid 
dotting. Because foe blood Is In a 
purer form, patients do not need to 
be precisely matched to donors. 

The product will be available 
in Europe at the end of 
this year. 

Aastrum: US, tel 3139305555. 

Vanessa^ HouJder - 
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Christopher Price 

on Iridium's plans 
to launch the first 
satellite handheld 
mobile telephone 

WEM Ed Staiano is not the 
kind or man to let tbe 
■/ml political fallout from 
some nuclear bombs stand 
in his way. 

Tbe chief executive of 
Iridium, which will launch 
the world's first satellite 
handheld mobile phone sys- 
tem in September, was about 
to sign an agreement with 
the Indian telecommunica- 
tions authorities last week 
when the nuclear tests took 
place and US sanctions were 
imposed. 

“We have had other frus- 
trations and have overcome 
those, and we will find a way 
through this one.” says the 
61-year-old former Motorola 
executive. 

Solving problems and find- 
ing solutions have character- 
ised Mr Staiano's IS months 
as head of Iridium. These 
have ranged from dealing 
with radio astronomers 
angry at possible radiation 
leaks from iridium’s 70 low 
earth orbiting satellites 
affecting their activities to 
raising $5hn for the global 
network project. 

Under his tenure, the com- 
pany has grown from an off- 
shoot of Motorola, the US 
electronics group, into a 
company with a stock mar- 
ket value of $675m, while 
putting into place a system 
that win allow mobile phone 
calk from anywhere in the 
world. 

Perhaps os significantly, 
the company has radically 
altered its business plan so 
that instead of competing 
head-on with terrestrial 
mobile phone operators, it 
will partner them. 

“I changed the strategy a 
month after taking over," 
says Mr Staiano. “I knew 
straight away that it did not 
make economic sense to 
compete with cellular, which 
would be able to beat us on 
capacity, as well as pressure 
us on price." 

Iridium has signed agree- 
ments with 200 mobile opera- 
tore in 80 countries. Some 
signatories have bought 



shares as part of their agree- 
ments, with larger investors 
taking seats on the board. 

This has thrown up 
another challenge: how to 
get agreement from a 23- 
strong board drawn from 10 
countries and speaking sev- 
eral languages. “It's tough, 
but we all work hard to 
make things happen," says 
Mr Staiano. 

Iridium’s mobile partners 
will market and sell toe sat- 
ellite system on the compa- 
ny’s behalf. Phones, which 
will be little larger than cur- 
rent mobile models, will ini- 
tially cost about 83,000. Sub- 
scribers will use their local 
service provider’s network, 
switching to Iridium when 
they leave the signal area. 

The cost of a call is likely 
to vary, depending largely 
on the regional market rate 
where the call is made and 
the destination. Callers in 
toe US and Europe are likely 
to pay between $4 and $6 a 
minute when using the Irid- 
ium service on an inter- 
national long distance can. 

The target markets are 
business travellers, off-shore 
industries such as fishing 
and energy, governments - 
the US administration has 
buflt its own dedicated gate- 
way to the system - and 
developing countries. 

Tbe latter have shown 
great interest in tbe Iridium 
service, which would enable 
them to have a telecoms net- 
work without tbe prohibitive 
cost Of building a 
terrestrial infrastructure. 
Sixty governments have 
signed up for the service. 
Iridium has offered discount 
shares to companies and 
governments in developing 

countries as an incentive. 

Mr Staiano says that as 
part of a charitable pro- 
gramme, some calls will be 
as low as 30 cents a minute. 
Governments will also have 
an allocation of free airtime 
for emergency situations. 

However, toe average cost 
of a call in developing coun- 
tries is likely to be between 
SI and $2 a minute. Mr 
Staiano points out that this 
is cheap compared with 
alternatives. “I was in South 
Africa recently and spoke to 
a mining company which 
has bought two aircraft just 
to communicate.” 



FT GUIDE TO THE WORLD HEALTH ORGANISATION 


Ed Staiano: some cafls wffl be as Ifttto as 30 cents a minute 


Iridium’s revenues will 
come from three sources: its 
satellite phone system, a 
paging service, and its world 
roaming capability. The lat- 
ter is seen by analysts as 
potentially lucrative. 

International cellular 
usage is held baric by tbe 
use of different technologies, 
and even where they are toe 
same, too few roaming 
agreements exist between 
mobile companies. 

However, because Iridium 
plans to have partners in 
almost every country.' the 
company may act as broker 
and intermediary between 
two operators without their 
own roaming agreements. In 
addition. Iridium's technol- 
ogy, situated in its ground 
stations, will allow it to 
translate between the vari- 
ous Incompatible systems, 
without using the satellite 
service. 

Such potential underpins 
Mr Staiano's prediction that 
the company will be cash 
flow positive by the end of 
its first year and profitable 
shortly afterwards. 

He also contends that by 
2002, Iridium should have 
paid off its S3 bn debt and 
have enough funds to pay 
the estimated $3bn cost of 


Global advocate for health 
gets a shot in the arm 


Many hope the newly elected head of the WHO will restore 
morale and provide fresh direction, says Frances Williams 


replacing all its satellites, 
which have & five to seven- 
year lifespan, dire to expire 
in 2005. 

By this time , though. Irid- 
ium win be facing competi- 
tion from at least two other 
satellite-based systems. 

ICO, an -offshoot of 
Inmarsat, the international 
satellite organisation, plans 
to launch in 2000. Globalstar, 
which is backed by Loral, 
has said it win begin 
operations next year. 

Marc Crossman, satellite 
analyst at C3BC Oppenhein- 
mer, believes Iridium will 
struggle once competitors 
enter the market. He esti- 
mates that Iridium needs to 
generate more than fl.17 a 
minute in revenues to cover 
its hardware and operating 
costs, but that call prices 
may fall to SI a min ute by 
2005. "At these sort of levels. 
Iridium wifi have difficul ty 
competing," he says. 

Not surprisingly, Mr 
Staiano disputes Mr Gross- 
man's cost figures and 
points to toe sharp rise in 
the company's share price 
since its initial public offer 
ing last year as evidence 
of the rest of Wall 
Street's belief in the 
company's strategy. 


Why is toe WHO In the news 
and what Is WHO anyway? . 
The WHO - the World 
Health Organisation - has 
just held Its annual 
assembly to celebrate its 
50th birthday and to elect a 
new director-general to 
replace tow unpopular 
Hiroshi Nakajima of Japan. 
The feisty Gro Harlem 

B ynndtlaTid , former 

Norwegian premier, will 
take over at toe helm of the 
191-member WHO in July. 

AH h as not been wefl with 
WHO in recent years. Many 
people hope Dr Brundtiand 
will inject new vigour into 
the middle-aged United 
Nations agency. 

So what alls WHO? 

Basically WHO’s problems 
can be spilt into two parts. 
The. first concerns the 
i erosion of its pre-eminent 
, role in world health issues. 
The second relates to how 
1 the organisation is ’ 
structured and managed. 

OK, let’s start with toe big 
picture. 

Well, in the past WHO was 
the only global outfit dealing 
with world health, at a time 
when the biggest challenge 
was tackling infectious 
diseases. Indeed, its gre a tes t 
success was the eradication - 
of smallpox in the 1970s. 
WHO’S childhood 
immunisation programme 
now reaches 90 per cent of 
the world’s children, from 5 
per cent 25 years ago; and 
several more diseases 
including polio, leprosy and 
guinea worm disease are on 
course Ear elimination. But 

the burden of fll-bealth, evm 
in poorer countries, Is now 
shifting towards 
non-communicable 
"lifestyle" illnesses such as 
heart disease, cancer and 
mental illness, which the 
WHO is lass well-equipped to 
tackle.' 

Why? 

“Lifestyle" diseases raise 
more complex issues ami .■ 
WHO has a legs obvious role. 
Its S420m^-year regular 
budget is no more than that 
of a metfiunwdzed hospdal 
in a western country and 


even though it gets nearly as 
m uch again thmn gh 
voluntary funding its total 
resources are only about 
one-third of spending by the 
World Bank on health. 

Critics argue that WHO has 
spread itself too thinly and 
hag not thought enough 
about where it should focus 
its Bruited resources to make 
toe most impact 

If WHO has no money, what 
can ft do? 

WHO’s role is that of an 
advocate for health. Its job is 
to recommend* cajole and 
1 ia>P gover n ments and others 
to act on the best technical 
advice and information. It i 
can also coordinate research j 
worldwide - as it is doing an 
the health effects of mobile 
telephones - and identify 
gaps in knowledge. And it 
also collects and publishes 
information. 

One successful N akajfma 

initiative was to set up a 

division focusing on 
emerging and re-emerging 
diseases such as “mad cow” . 
disease, Ebola and chicken 
flu that can respond quickly 
to outbreaks. Bat WHO lost 
leadership of toe Aids 
campaign when 
responsibility was 


transferred ton new UN 
agency. Its statistical 
programme is underfunded. 

And DrNakajima. a 
notoriously poor 
communicator, hat faflpri to 
convey a dear sense of 
direction, either to insiders 
or toe outside world. 

So what’s Dr Brundtiand 
going to do about It? 

She flfrns to push health up 
the international political 

agenda hy hawirnwrinp h'HTf* 

the connection between 
.health and ec onomic 
development — poor health is 
both a cause and a result of 
poverty. 

Dr Brundtiand also wants 
to focus on helping- countries 
build better health systems 
that reach the poor. More 
specifically she plans two 
high-profile projects, to “roll 
back malaria” and 


especially among young 
people In poorer nations. 

Why these priorities? 
Tobacco is one of the' world’s 
biggest killexs and its use is 
rising in the developing 
world, especially In Asia. 

Malaria remains a huge 
problem in Africa where it 
takes a heavy economic toll 


in low productivity, lost 
earnings and In deterring 
foreign investment 

What about WHO’s internal 
problems? 

The WHO is top-heavy, the 
decision- making structure is 
too dispersed and the 
organisation has been 
unable to respond flexibly to 
challenges. Dr Nakajima has 
not managed to impose his 
authority on the six 
semi-autonomous regions. 
Staff morale has been sapped 
by charges of croneyism, 
incompetence and 
irregularities in the award of 
research, contracts. Dr 
Brundtiand says sha win 
make WHO's structure 
flatter and ensure toe 
organisation speaks with 
one voice rather than seven. 

One character seems to be 
absent from the feast - the 
private sector. 

Tbe WHO hasn’t crane to 

terms With hOW it ahnnld 

co-operate with the pr i v a t e 
sector. Several big drugs 
companies are helping with 
important WHO programmes 
by giving mpdlr-inpc and 
vaccines, or taking part in 
WHO-sponsceed trials. But 
many WHO members (and 
staff), suspicions of tbe 
profit motive in health, 
prefer to keep their distance. 
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EUROPEAN OVERVIEW 


By Pbffip Coggan, 
Markets Editor 


Europe cruised Into today’s 
Ascension Day holiday in 
fairly buoyant mood with 
bourses in Brussels. Frank- 
furt. Paris and Vie nna 
recording 1 all-time highs. 

Markets were given an ini* 
tial lift by the US Federal 
Reserve's decision on Tues- 
day not to raise interest 
rates. 

In the afternoon, a wider- 
than-expected US trade defi- 
cit helped US Treasury 
bonds and gave a knock-on 
lift to the European bond 

Eurotnp 300 EoroUoc 

Mex 


markets. A trade deficit low- 
ers the rate of gross domes- 
tic product growth and may 
reduce the chance of a sub- 
sequent rise in US rates. 

The FTSE Eurotop 300 
index rose 7.69. or 0.7 per 
cent, to 1,225.22. The FTSE 
Eurotop 100 Index gained 
15.6 to 2,809.96. 

An even stronger perfor- 
mance was turned in by the 
FTSE Ebloc 100 index, which 
comprises stocks traded In 
likely euro member coun- 
tries - it rose 12J3, or L2 per 
cent, to 1.028.92. 

As part of the preparations 
Tor the introduction of the 
single c u r ren cy, the London 
International Financial 


Futures Exchange said it 
would introduce euro- 

dominated government bond 
contracts for Germany and 
Italy in June. 

The automobile sector was 
once again the strongest in 
Europe, with a scrip issue 
from BMW being greeted 
with acclaim by investors. 
Volkswagen hitched a ride 
on its German rival’s 
strength, gaining Ecu 14.4 to 
Ecn 749.19. 

Strong retailers 
Retailers were also strong, 
with the sector gaining 2 per 
cent. The sector is domi- 
nated by British groups but 


this time, the impetus cam p 
from the French company 
Finault-Printemps, which 
advanced Ecu 39.2 to Ecu 
727.16. 

A champagne performance 
from luxury goods group 
LVMH, which will shortly 
make a presentation to US 
investors, helped the alco- 
holic beverages sector to 
climb 1.9 per cent. LVMH 
advanced Ecu 8.8 to Ecu 
200.42. 

Newspaper speculation 
that ABN Amro might buy 
Bear Stearns of the US - 
although denied by the 
Dutch bank - sent its shares 
up Ecu 0.8 to Ecu 23J26 in 
busy trading. 
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INTERNATIONAL CAPITAL MARKETS 


Markets lifted as Asia crisis hits US trade 


NEWS DIGEST 


EUROBONDS 


governubit bonds 


By Jerraiy &ant in Loodon and 
John Labafe m Now York 


Relief that the Federal 
Reserve left interest rates 
unchanged, and a sharp rise 
in the US trade deficit, lifted 
bond markets yesterday as 
investors s aw first signs that 
the Asian crisis was washing 
up on US shores. 

European bonds had a 
busy session, rallying on the 
conviction that the develop- 
ments pointed to steady 
Interest rates, with French 
10-year bond yields falling 
below 5 per cent again to 
levels achieved earlier this 
month. 

German bund futures 
broke through technical 
resistance, and in the UK, 
gilts received an added boost 


with the successful auction 
of £3bn of 30-year stock. 

Hie US Commerce Depart- 
ment said the trade gap wid- 
ened to $13.03bn in March, 
against an expected narrow- 
ing to $ll.65bn, the first sure 
sig n that the Asian crisis is 
helping to slow US economic 
growth. The figures revealed 
exports to Asia were slow- 
ing, while imports from the 
region had picked up. 

“More imports from Asia 
suggests disinflationary 
effects are still feeding 
through which will keep 
inflation down - which is 
good for bonds,'' said Jeremy 
Hawkins, chief economist at 
Bank or America. 

Analysts said markets 
would be on edge today, 
awaiting signs from Indon- 
esia of either continued 
political stalemate or a fresh 


bout of unrest, which would 
spark further flight to qual- 
ity and boost bond ma rkets . 

Active hedge fond buying 
sent prices rallying in US 
TREASURIES. 

The 30-year bond, the 
benchmark for long-term 
interest rates, had Climbed § 

by early afternoon to 108ft, 
sending the yield lower to 
5.887 per cent 

The price of the 10-year 
note traded 3 higher to 
100H, yielding 5.608 per cent, 
while the two-year note 
gained ft to 100V4, yielding 
5-554 per cent 

The trade data helped the 
morning market, although 
trading had slowed by mid- 
day. “Hie trade balance fig- 
ures indicated a [potential] 
downward revision to GDP 
[gross domestic product], 
and that’s a slight positive,” 


said Tom O'Connell, senior 
government trader at First 
Chicago Capital Markets. 

German BUND futures 
broke through technical 
resistance of 107, with the 
10-year contract settling at 
107.28, up 0.33, in London, 
while in Frankfurt trading 
volume reached 445JXX) con- 
tracts. 

The spread of 10-year Trea- 
suries over bunds widened 
to 77 basis points initially, 
then fell back to 75 basis 
points. 

The release of figures 
showing that German money 
supply had slowed in April 
aft®- expanding the p revious 
month offered support for 
the view that no interest 
rate change could be cur- 
rently justified. 

The Bundesbank said M2, 
its main policy indicator. 


grew at an annualised 4.7 
pm* cent last month a g a in st 
5.1 per cent in March. 

One bond analyst said any 
fight to quality as a result of 
Indonesian woes would most 
benefit the German currency 
and bonds. "People are going 
to be waking up and looking 
at Indonesia,” he said, not- 
ing c onfirm ed interest from 
Investors in five-year dated 
bonds. “German insurance 
companies and other domes- 
tics are afraid of the short 
end [of the yield curve! so 
they’re going for the least 
risky area." 

UK GILTC closed higher, 
boosted initially by a strong 
performance of US Trea- 
suries, and swept forward 
after the successful auction 
of 30-year government 
bonds, which was covered 

2 tfmea 


The 10-year future settled 
31 basis points higher at 
1Q&Q9 with volume of 1S5.000 
<vmtT-ar+i} traded — the sec- 
ond highest level for the 
June contract In the cash 
market the yield spread over 
bunds was unchanged at lOi 
basis poi nt s. 

However, traders will 
today be watching for retail 
sales figures for April, which 
are expected to reveal stron- 
ger high street sales. 

David Coleman, chief econ- 
omist at C3BC World Mar- 
kets, said: “That [the auc- 
tion] was another feather in 
the cap for the gilt market 
There seems to be some 
underlying d** rr * aw *i far gilts. 
The one shart-tena risk is 
that we see some stronger 
numbers tomorrow and the 
[yield] spread does push a 
Httie wider." 


Bulgaria expected to 
launch $250-$300m issue 


Unchanged US rates 
give fillip to trade 


Btdoaria is gearing up to launch As Inaugieal eurobond, which 
is expected to have a' live-year maturity and rate between 
$250m and $300m. J. P. Morgan and MerriH Lynch are acting 

as advisers. ’ . ^ * 

The issue was originally planned for lest autumn but 
delayed in the aftermath of .the Aden crisis. Alexander Bozh- 
kov, deputy prime minister, said the. government expected to 

lake a decision in the next tew days. 

Speaking at a investment conference si London organised 
by tend managers Regent Pacific, Mr Bozhkov said that’ the 
borrowing was essentially to establish a benchmark which 
recognised the positive transformation in the economy over 
the past year, partfcutaily since the introduction last July of a 
currency board pegged to the D-Mark. • 

“Foreign currency reserves have s urged to over $2.5bn. We 
have ongoing programmes with the international Monetary 
Fund and World Bank and growing support from the Euro- 
pean Bank for Reconstruction and Development. We also 
expect foreign private investment of around $1 bn -this year 
both Into privatisation and greenfield projects,” Mr Bozhkov 


New international bond issues 


Coupon Price Meheft r faee 
% % 


By Edward Luce 


The market took its cue 
yesterday from the dedskm 
on Tuesday to leave US 
interest rates unchanged, 
with one of the busiest days 

in the primary sector for 


ITALY ted tiie charge with 
Its first fixed-rate dollar 
offering in almost two years. 
The 10-year, $2bn issue was 
originally earmarked as a 
$i.5bn offering. Lehman 
Brothers and Goldman 
Sadis, lead managers, also 
tightened the launch spread 
from a planned 34 basis 
points to 33 basis points. 

“Sovereign paper is very 
rare nowadays, so i n ves to rs 
were enthusiastic," said one 
official. The bond, Italy's 
first 10-year dollar offering 
since 1993, tightened by 


about half a basis point 

FEDERAL HOME LOAN 
BANKS also took advantage 
of the rejuvenated atmo- 
sphere with a two-year $lbn 
offering. 

Barclays Capital, sole lead, 
said i nvesto r s were attracted 
by its abort duration, since 
the US Treasury curve is so 
flat between two and five 
years. The bond, which 
tightened by about one basis 
point from its launch spread 
of 17 hams points, was also 
aided by the US Treasury’s 
recent decision to lighten 
issuance at the short end of 
the curve. 

DOLPHIN TELECOM, the 
whoDy-owned subsidiary of 
Telesystems, the Canadian 
company, launched a rare 
euro-denominated high-yield 
band yesterday. 

Proceeds from the E238m 
offering, which combined 


with a simultaneous 
US$2 63m offering, will go 
towards the construction of 
a digital mobile network in 
the UK, Germany and 
France. 

The 10-year bond was 
offered at a deep discount 
and will not pay a coupon in 
its first five years. Assuming 
it is not called, it will then 
pay a spread of 665 basis 
points over the euro bench- 
mark. It Was lea d manag ed 
by Bear Stearns and QBC. 

NATIONAL AUSTRALIA 
BANK also braved the fledg- 
ling euro-denominated mar- 
ket with the first bond in 
euros by an Australian bor- 
rower. SBC Warburg, lead 
manager, said NAB wanted 
to exploit the mismatch 
between demand and supply 
in the euro sector. The three- 
year E400m offering was 
priced flat to Ecu Labor. 
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*We don’t realty need the money. But we want to establish 
a benchmark In view of the heavy infrastructure and other 
investment needed to modernise the economy." 

Bulgarfa has already obtained a 82 positive outlook rating, 
form Moody's and a B+ rating from Frtch-IBCA. TWs puts Bul- 
garia In a ^mBar position to A^antina and Brazil, whose sov- 
ereign bonds are currently trading in a range of between 340 
and 400 basis points range above US Treasuries. Anthony . 
Robinson 


MILLENNIUM BOMB 


Moody’s warns Japanese banks 
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Japanese banks could suffer dramatic disruption in the year 
2000, as they have failed to address the potential mBtannhjm 
computer bomb, according to a report from Moody’s Inves- 
tors Service. 

Moody’s argues that “unfike other global banks, the Japa- 
nese say that they do not have any major problems, and how 
they achieved that happy state of affairs fe something of a 
mystery.” . • 

Many computers and microchips wfll faB to differentiate 
between 1900 and 2000 and could break down over the Mil- 
lennium. Citicorp, of the US, has already announced it wffl - 
spend $300m on making its computer systems recognise the 
year 2000 end Barclays Bank, of the UK, is to spend $400m.' 

In a recent survey, 49 Japanese banks had announced 
plana to spend $249m in total, raising concerns over potential 
damage to the financial system from computer problems. 
Moody’s says Japanese banks may be too weighed down by 
problems with the domestic economy and the extent of their 
bed tewis to look as teres potential problems in 2000. 

Simon Davies, Capital Martats Editor 
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CURRENCIES & MONEY 


Wider trade gap pushes dollar lower 


NWRKmRHW 

By Robert Cbote 

An unexpectedly big US 
trade deficit poshed the dol- 
lar lower against the D-mark 
yesterday, while the Japa- 
nese yen took some comfort 
from the uneasy «aim which 
has followed recent violent 
protests in Indonesia. 

Trade figures normally 
have mere Impact on the dol- 
lar’s exchange rate with the 
yen rather than the D-Mark. 
But not this time The dollar 
ftfl L5 pfennigs to DM 1 . 77 . 
but was steady at Y136.1. 

The US trade deficit wid- 
ened by 7 per cent to Sl3bn 
in March, compared to mar- 
ket expectations of less than 
$ 12 bn. “It is the strength of 
the American economy and 
the economic difficulties fac- 
ing certain Asian countries 
that are driving much of the 
changes in these numbers”, 
said Robert Shapiro, com- 
merce under-secretary. • 

The dollar fell on the per- 


ception that imports are 
going into inventories frnH 
that in time this w01 weaken 
domestic production. This to 
turn would ease pre ssur e far 
higher interest rates. 

Mare Chandler, with Deut- 
sche Morgan Grenfell in 
New York, noted that the 
reaction of the currency to 
current account movements 
was not dear cut and that 
the capital account was key. 

Investors anxious about 
the dollar might be con- 
cerned about the apparent 
excess dollar holdings of 
European central hanfcm and 
the perception that Euro- 
peans might keep their cap#-, 
tal at home to use in a 
broadening equity market. 

Mr Chandler predicted 
that the dnTiar might head 
back above DM1.80 in the 
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short term, hot decline to 

DM1.76 or lower at year-end. 

“The downward trend to $/ 
DM remains firmly in place”, 
argued Tony Norfiald at 
ABN-Amro. He said that 
bouyant production to 
Prance and Spain, plus 
strong private lending in 
Germany, pointed to a rise 
to core European interest 
rates before late July. 

He noted that thin holiday 
trade next week posed the 
risk of intervention to sup- 
port the yen. Nerves also 
remained tender because of 
the Indonesian situation and 
downgrades in credit ratings 
for Japanese banks. - 

■ The Swiss National Bank's 
promise to counter any 
“unwelcome” rise in the 
Swiss franc by adding liquid- 
ity helped pash it down. 

The D-Mark closed al 83A 
centimes, up slightly from 
Tuesday’s close of 83 J cen- 
times and early trading 
below 83. The Swiss franc 
was also undermined as it 
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lost some of its attraction as 
a safe haven from problems 
in Indonesia Russia. 

Meanwhile the D-Mark 
also made ground on the 
Norwegian krone, closing at 
NRptfflB Investors were dis- 
appointed that Norwegian 
interest rates have not risen 
as the krone weakened. 

■ Sterling had a relatively 
quiet day, with attention 


focussing on today’s retail 
sales data fear April. 

Against a trade-weighted 
basket of other currencies, 
the pound fell a tenth of a 
percentage point to 103 per 
cent of its 1990 value. 
Against the D-Mark, it fell 
LI pfennigs to DM28880. 

Brian Kiely, technical 
strategist at Royal Bank of 
Scotland, said that sterling 
was teetering at the edge of 
a bearish precipice at 
DM2. 8860/2.8743. He said 
there remained a risk of an 
aHriwri squeeze to DM285, but 
that there would be an even- 
tual posh to DM2.8081. 
“Later an this year we could 
even see a rash down to 
DM2.65”. be added. 

■ OTHER CURREHCES 
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The market remains sensi- 
tive to speculation about 
Britain's eventual participa- 
tion in the European single 
c ur r en cy. The forward mar- 
ket puts sterling at DM2.67 
to four years’ time, not far 
above the DM2.60 seen by 
some economists as a rea- 
sonable entry rate. 

M The Polish central bank 
said yesterday that it was 
leaving its exchange rate 
policy unchanged, as it 
announced cuts in key inter- 
est rates. The zloty depred- 
ates by 08 per cent a month. 

Poland's monetary policy 
council reduced the lomabrd 
and discount rates by one 
percentage point to 26 and 
215 pm cent respectively. 

Hanna Gkonkfewicz-Waltz, 
the central bank president 
said the rate cut was possi- 
ble because of “the hitherto 
restrictive monetary, policy 
and a tighter fianwi policy". 
Beshara Madi, at Morgan 
Stanley, said the move was 
rniUfcfriy to hurt *Ha zloty. 


WORLD INTEREST RATES 


MONEY RATES 


tors 

(to 

■tat 

(to 

Tina 

OAt 

3b 

nan 

(to 

y*r 

im. 

tot 

1® 

•to 

if 

Brigton 

3g 

3ft 

3S 

3* 

31 

RIB 

2.75 

_ 

Franca 

31 

3tt 

M 

3K 

3b 

400 

_ 

300 

toray 

Sfl 

3W 

3ft 

3fi 

Sfl 

400 

250 

300 

Mmd 

64 

N. 

5ft 

5fl 

SV4 

- 

- 

6.75 

** 

5ft 

58 

5ft 

4K 

4« 

600 

500 

507 

RriwbBda 

*4 

3a 

3ft 

38 

3ft 

- 

275 

300 

Sritariud 

IB 

IB 

IB 

IS 

IS 

- 

100 

- 

m 

5H 


5H 

$ft 

5? 

— 

500 

- 


ft 

ft 

% 

* 

s 

- 

D0O 

- 


■ $ UBOB BSAlmrioa 
ritetaah Htag 

SB 

Si 

w 

SB 



US DoterCOa 

5.44 

0® 

502 

502 

_ — 


ECU LbriraX Da 

4ft 

4ft 

4ft 

4ft 

_ * 

_ 

SOB Hated De 

3K 

3B 

38 

38 

- 

- 

Loun ma* trap mt (LRq inm Larin ritea tin 
to mm rat om brie ante rarer m uss an Eu & sob um Drawn M 



EURO CURRENCY INTEREST RATES 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


«■»» 


Cbstag rtwnn BkVoflr 

Wt6-fdct (Bitty SMd 


s*r« m 

Mph tot 


Vft Ban "'WA Bib 


m Bs*d 
«A il«.US 


tap® 


Onto 

rid part ca dqr (prate 


Drilri* 

ttfi tar 


On i 


Arid) 


Franc* 


Oku 

Maa 

tar 


Spain 


SmUhM 

UK 

Eca 

set 


ed* 

203238 

-00745 

142-3® 

20X0® 

203058 

2Q»!7 

4.0 

20.1295 

18 

106479 

13 

1030 

MM 

(SUO 

12fi48 

-0.1022 

520 - 576 


12X510 

124323 

20 

129913 

20 

122258 

10 

1010 

m 

5909® 

-0.1767 

(61 - 536 

5080® 

505440 

50405 

30 

560297 

38 

570T7 

33 

1020 


BFf) 

36.5240 

-02M 

®0-4® 

38J9® 

36X000 

3BX8 

11 

369375 

20 

350S 

10 

1027 

m 

110091 

-00017 

048 -T34 

110323 

110000 

100625 

28 

100313 

23 

107222 

20 

1012 

Dranrak 

m 

07466 

_nr« 

fie - 47B 

6.7866 

17423 

17405 

1.1 

6731 

10 

6071 B 

1.1 

1040 

(HO 

8.7771 

-00329 

6® • 853 

8.70® 

BJB7B 

8J48 

40 


17 

8X815 

30 

81.1 

Ftaad 

m 

1ST® 

-00448 

MO-825 

14096 

13745 

13692 

12 

SW3R 

10 

snrai 

10 

800 

(mi 

90872 

-00321 

815-828 

07102 

06790 

lira 

40 

05927 

30 

03619 

14 

1002 

France 


sras 

-O0«6 

345 - 385 

50718 

50323 

5H2S7 

12 

5005 

2.1 

50254 

10 

1057 

M0 

28882 

-001® 

869 ■ 895 

28858 

2X858 

207® 

40 

?«wi 

30 

27921 

33 

104X 

German 

m 

1.77® 

-00145 

696 - 709 

1.7820 

1.7890 

1.7668 

2 2 

176® 

2.1 

1.7374 

10 

1019 

w 

499258 

-1X71 

784 - 731 

502781 

408.T75 

801.1® 

-40 

505.142 

-47 

517X08 

-08 

600 

&Mca 

te) 

305055 

-229 

740 - 178 

3090® 

305720 

307005 

-00 

31DJ&5 

-OS 

321056 

-52 

590 

w 

1.1482 

-00027 

468 -S94 

1.1512 

1.1485 

1.1473 

as 

1.7447 

10 

1.1241 

21 

911 

(rated 

to 

1X213 

+000® 

200- 225 

1X220 

1X1® 

1.4203 

00 

1X194 

00 

1X2® 

-00 

. 

w 

28(8.14 

-007 

547 - 982 

28901 

2845J0 

264356 

10 

263101 

23 

276072 

20 

76.1 

tal 

U 

1745X0 

-1385 

480-6® 

175505 

174*45 

17412S 

0.1 

174303 

00 

172145 

19 

750 

w 


Hl.lfll/ 

461 - 536 

508000 

590440 

50405 

30 

580297 

18 

57017 

30 

1020 

liwulun 

ftfl) 

360240 

-0274 

0® -4® 

3179® 

yaw 

36X8 

11 

369375 

20 

■KK3 

T9 

1027 

M 

32S63 

-00113 

537 - 5® 

32632 

12S2B 

32444 

40 

322® 

19 

11485 

13 

1022 


« 

10949 

-0016 

044 - 954 

20092 

109® 

10912 

22 

106*5 

21 

10678 

10 

1010 

W 

121819 

-00125 

748-6® 

122386 

121443 

121491 

12 

120604 

10 

1108® 

20 

960 

Noraty 


7X653 

-004X5 

828 - 676 

70105 

7.4013 

7.4565 

IX 

7X4S 

12 

79828 

10 

957 

tel 

296543 

-10® 

7® - 097 

2®0® 

295067 

2902 

30 

293017 

11 

286J51 

IT 

920 

pmta 

B 

1813® 

-1® 

310-410 

182740 

1812® 

181.18 

12 

180745 

IX 

178X3 

10 

920 

m 

245045 

—0.73 

444 - 643 

2460® 

.2411® 

244011 

11 

243032 

11 

230073 

10 

77.1 

S(ria 

W 

156X75 

-1.13 

450 - 5® 

1510® 

150030 

150015 

U 

148075 

19 

14114 

10 

780 

(SW 

120771 

-004® 

577 -864 

128111 

120577 

1254® 

29 

12X863 

28 

12236 

20 

867 

anrin 

cw 

7JB75 

-0007 

(06-113 

7.7551 

7.7027 

7.79M 

1.1 

70864 

1.1 

70247 

1.1 

884 

(SH> 

24082 

-000® 

068 - 0® 

2X134 

23068 

23868 

50 

207® 

17 

238 » 

5l2 

1050 

Sritarito 

SFi) 

1.4758 

Jima 

753 - 783 

1.4821 

1X740 

1.47® 

19 

1.4611 

40 

1X207 

17 

1062 

« 

- 

- 

- 

- 

» 

• 

- 

- 

- 

. 

m 

1030 

IK 

B 

10318 

+00073 

314-322 

10340 

10230 

102S3 

10 

10344 

10 

1007 

10 

1020 

- 

TX66S 

-000(4 

ES6-675 

1X702 

1X856 

1X627 

12 

TX548 

12 

14224 

30 

- 

Eca 


1.1127 

+QJ3QB3 

122 - 131 

1.11® 

1.1048 

1.114 

-IX 

1.11® 

-IX 

1.12® 

-10 

- 


- 1313140 


SORT 


- 174673 


Ageeau 

M 

10315 

+00073 

311 -319 

10337 

10236 

. 

. 

. 

. 

. 

. 

. 


frifl 

Brad 

|RS) 

10745 

+ao®8 

738 - 731 

10768 

10644 

- 

. 

. 

- 

. 

- 

. 

Brad 

ra 

Crnta 

n 

29651 

+001 

6(1 -6® 

29893 

295® 

29599 

20 

23504 

25 

29154 

21 

310 

Ctada 


Kata 

pwFnq 

140416 

+008® 

300-532 

140034 

119207 

1*1873 

-125 

14X807 

-125 

150097 

-128 

- 

Medea 

Ota tad 

USA 

« 

10318 

+00073 

3M - 322 

10340 

102® 

18233 

10 

10244 

10 

1007 

15 

1100 

as* 


radfcJtoM 

atHttAUn 













PritMtt EtoMrin 

foftab 

(A9 

200® 

+00051 

073 - 107 

20157 

299(6 

26037 

24 

25924 

25 

25479 

29 

839 

Attend 


Hoagtas 


120457 

+0057 

422 - 4S2 

116625 

125856 

126363 

09 

120312 

05 

120*79 

-10 

. 

tavtag 

ffK) 

tai 

W 

66.1287 

+09222 

880 -B94 

68.1610 

857910 

- 

. 

• 


w 

• 

• 

MS 

Pfl 

rite 


50533 

+00132 

469 - 507 

50723 

50466 

. 

. 

. 

- 

. 

- 

. 

tod 

Pto 

Japs 

P) 

222.121 

+10(9 

985-257 

mroa 

2207® 

220011 

7.1 

218.151 

7.1 

207931 

67 

1135 

Jspm 

« 

Habysta 

m 

12384 

-00324 

287 - 461 

62557 

01833 

6266 

-11 

63673 

-102 

6L7G27 

-8X 

. 

totyri 

« 

MDwZrated 

m 

30540 

-00029 

502 - 617 

10697 

30497 

30826 

-IX 

10695 

-IX 

009® - 

-10 

950 ' 

tetara 

(WS 

«*rito( 

Stall 

639139 

-OX4S8 

352 - 926 

839321 

8200® 

6177® 

-80 

640114 

-80 

685778 

-85 

. 

PriWto 

P«*) 

Sort Ante 

m 

6.1203 

+00276 

186-213 

- 6.1283 

809® 

6.1127 

15 

60983 

IX 

60493 

12 

- 

fotoAato 


awn 

(Sfl 

299(1 

+00084 

016-964 

20953 

20382 

27023 

-18 

27081 

-21 

27256 

-10 

- 

awe™ 

(Sfl 

Sari rite 

m 

89Z79 

+00(72 

234 - 324 

69434 

82824 

898® 

-8J 

8X463 

-70 

80165 

-50 

- 

Sari Aria 


SorilHna 

(Mri 

230002 

-4125 

538 - 467 

234850 

22B899 

- 

. 

- 

. 

- 

• 

- 

SDtaKM 

m 

IllMB 

0$) 

5*9581 

+00543 

325 * 856 

550200 

540910 

5*96® 

-07 

550OS2 

-09 

55.4203 

-08 

- 

Trite 

(Tfl 

Ttahnd 

m 

6*2114 

+00062 

325 - 903 

6*14® 

53.7800 

650015. 

-16.4 


-14X 

70953 

-105 

• 

Thriari 

(BO 


03996 -05001 996 - 098 

1.1467 405002 488 - 480 

1.4494 -0.0004 491 - 496 

85050 400145 090 - 100 


15068 -000(1 982- 986 
7J496 405001 433 - 496 
405250 40515 100 - 400 

33483 -06004 453 - 513 
136.133 4053 070 - 170 

33220 -00373 186-280 
15746 -40KC 734 - 738 
365060 -045 000-000 

SL7S0S - 505 - 507 
15515 -05023 500 - 520 
5.1035 40306 020-050 

140050 -33 700 - 200 

336800 -0.119 720 - 800 

303500 -0125 500-500 


Q988B 

1.1486 

1X507 

65310 


15075 

7.7407 


11484 

1.4471 

unrein 


15957 

77490 


405750 40X950 
33S95 35439 


136580 

35300 

15329 


136740 

37900 

15725 


SJWO 365000 
37506 17505 


15520 

5.1120 


15220 

55325 




mrariipnwdd rii* ■ 


144450 140750 
317650 tuwhi 
39.fi® 3021® 

t HI M Wl *rta « WMr ratal k H Mkr tarik Mb taXi Mtai MM [ 

Sty * Sara tsabW 

ran tuba were m mama ty m f.t 

TXra ta w i«ri ii(liirirariMriiBrataHl ta>i» Krai 


1X485 

00 

1X4® 

07 

1.4407 

06 

810 

57075 

-149 

1914 

-1*4 

90375 

-140 

• 

* 

- 

- 

- 

- 

• 

1110 

15® 

00 

15854 

09 

15B47 

09 

832 

77566 

-00 

7.7756 

-19 

70946 

-12 

■ 

13552 

59 

13(99 

14 

120015 

59 

1180 

3058 

-110 

1931 

-120 

49® 

-101 

. 

10777 

-20 

10831 

-10 

10019 

-15 

- 

30145 

-107 

3081® 

-105 

42072 

-100 

. 

37516 

-09 

1754 

-OX 

17641 

-O* 

- 

10585 

-55 

1067 

-10 

10® 

-27 

- 

114® 

-100 

5224 

-04 

14® 

-75 

- 

3175 

-25 

3308 

-21 

3*486 

-24 

. 

3095 

-189 

40® 

-189 

4*15 

-122 

- 





Meet 

Hi M toad Bte THE MMBIIBB (UGH SHI to RtoMB ME 


ta»® 

Short 

in ‘ 

7 dqi 
doflet 

Dm 

racrih 

lime 

and® 

Sh 

a«am 

Oaa 

year 

tata Ftac 

38 - 3ft 

3ft - 3ft 

3ft - 35 

3ft - 3ft 

39-31 

39-4 

Dante bona 

4ft " *4 

4ft- 4ft 

*3-4 

48-48 

*8-41 

4ft - *g 

teas tak 

315 • 3)4 

38-34 

3S-3| 

3|-3| 

39-35 

39-3! 

Orach Gator 

3-2h 

3ft-3ft 

3ft - 3g 

SB -3ft 

3J-» 

31-31 

fiariiftac 

3ft -3ft 

34-31 

38-31 

38-38 

31-31 

38-38 

Piriri— Esc 

4*-*ft 

4ft-4» 

4ft-*l 

*8 - 4ft 

Aft - 4ft 

4ft - *4 

Spsate teas 

4-44 

4*5 • 41* 

4H • <i 

41-44 

4-4 

4-4 

Ml 

7ft- 7ft 

n -74 

7ft -74 

?5 -7ft 

7|-74 

4-78 

SriB fane 

1(i - IK 

1|- Hi 

i|-18 

IB -il 

1ft -IB 

11 -IB 

CMataDatar 

43-48 

4|-4S 

«« 

54-54 

54-4 

5|-5| 

US Dote 

5ft - 5H 

54-5ft 

SI-SI 

58 * 5ft 

5ft - 5ft 

5h-5ft 

Unite 

5K - 5ft 

SJ - 5ft 

54-5 

54-5 

4-4 

4-4 

Jamas Yen 

H-8 

ft-ft 

ft-B 

4-8 

4-8 

i-fi 

AsteSShs 

SK-3 

7- 5ft 

7 - 5ft 

7 - 5ft 

« -5ft 

6K-5H 


9ninflraraallgrMUSta«ilMoa» MiriM> 

■ ims Mosnt pbor rernes awnRPrii uotaii aOmd ne 



Open 

Sriprtca 

Otari 

m 

in* 

Ed. «d 

Open tat. 

Jm 

90380 

ncqyi 

+887X9 

96.390 

963® 

8343 

71104 

Sep 

96.1 B5 

96210 

+86603 

BE055 

®1® 

11544 

39095 

■ TIKS MONTH EB80NMK OTOKS WHT OUlta prita at 100ft 




Open 

Sdtprtri 

Otari 

H# 

LOW 

Ed. «d 

Open id. 

to 

96940 

96955 

+0010 

Qfi Mn 

96340 

80325 

3743® 

SOP 

96.173 

962® 

+0020 

96205 

96.175 

109524 

388305 

DSC 

95040 

MlWi 

+0015 

9597D 

95040 

686® 

430791 

•ta 

05000 

05020 

+OD2D 

as ten 

950® 

40642 

370887 

■ HE MONIB EtBKBURK FVTBBB (UFEQ* DM3B potats of 100% 




Open 

sat pare 

Otari 

Mgh 

Low 

Ed. wl 

OpretaL 

Joa 

- 

BB.420 

+0010 

- 

- 

D 

to 

jai 

- 

96075 

+0010 

- 

- 

0 

to 

■ 19B UOKTB OBIUM ROTHES (UHB- L1000m pdn& d 100% 





Sriprtca 

Otari 

Mri 

Low 

Ed. «d 

OpenM. 

Jon 

95140 

951® 

-0020 

951® 

95060 

60217 

2441® 

Sri 

950® 

95090 

+0020 

95700 

95060 

36805 

23S523 

Dec 

95000 

95010 

+0020 

95930 

95090 

18027 

157295 

Ite 

95010 

95010 

+0.020 

95830 

950® 

B273 

203964 

■ THREE NORTH HUB SWISS FSAHC RITUES flJFFE) SFdai prints d 100% 



(ton 

Sen pda 

Change 

>4* 

law 

Ed. MB 

0pm ht 

Jun 

803® 

96290 

-0070 

91370 

98270 

16170 

55695 

Sri 

98.1® 

98.110 

-0-070 

98-190 

B8.100 

165(1 

53122 

Dae 

07060 

97090 

-00® 

970® 

970® 

5215 

29434 

Iter 

87070 

970® 

-10® 

97070 

97.7® 

2078 

11238 

m tnbs ram a®ova Femes ojftq noom ponra d 100 ft 




Open 

Sett pure 

Otari 

M* 

Low 

Ed. id 

Op* let 

JUB 

9838 

note 

-002 

9938 

9938 

n 

da 

Sri 

- 

®42 

-002 

- 

- 

0 

to 

Dec 

- . 

99.40 

-002 

- 

- 

0 

to 

-um ten* 

toHte 

mait 






■ TWS ram BOBO HliraES U3Q Eculm pokri d 100% 




0p« 

Sri pare 

QangB 

Hri 

Low 

Ed. «d 

0pm &t 

Joi 

85J70 

957® 

+0005 

95770 

9574$ 

1254 

12371 

Sri 

96.790 

95735 

+0005 

85735 

957® 

7® 

17308 

Dec 

350CB 

95915 

+0010 

05015 

05005 

1® 

7212 

tin 

- 

95815 

+0020 

- 

- 

0 

SI® 


■ HRBUA 0PTXK (LFFQ L1000m petals tf 100% 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

■ter® BFr on m 

-DM 

' K 

L 

R 

mtr 

b 

Pta 

SCr 

sfr 

t 

a 

S 

Y 

Em 

Baton 

IpFfl 

m 

18.47 

16-25 

4046 

1026 

4779 

5.462 

20X4 

4980 

4120 

21.10 

4041 

1078 

30® 

27® 

3727 

2481 

OBfanaric 

m ■ 

54.74 

10 

B.79B 

2B2* 

1043 

2587 

2057 

1107 

2680 

9990 

11X2 

2187 

0908 

21® 

1.482 

2010 

1332 

Frama 

(FH) 

6132 

1136 

10 

2082 

1.185 

29*0 

3360 

1236 

3050 

2515 

1206 

2X86 

1.032 

2442 

10® 

mn 

1514 

Geranqi 

ffJMJ 

2004 

3012 

3354 

1 

0398 

986.1 

T.127 

4318 

1025 

8501 

4355 

0034 

03® 

9019 

0565 

7800 

0506 

btant 

99 

5101 

0589 

8X38 

1516 

1 

2481 

2035 

1001 

257.8 

2130 

1005 

2098 

0071 

2060 

1X21 

1930 

1377 

My 

ft) 

2093 

0387 

0040 

aioi 

0040 

100 

0114 

0X28 

1039 

1621 

0X42 

-0085 

0036 

0.063 

0057 

7.799 

0052 

Nriiartenda 

IfB 

1831 

3382 

2376 

0087 

Q353 

8740 

1 . 

1742 

9001 

75X3 

1864 

0.740 

0307 

0.727 

0001 

6833 

0X51 

Norarif 

m 

4803 

9037 

7052 

2371 

0042 

2338 

2072 

10 - 

2420 

2010 

1032 

1077 

0021 

1042 

13® 

1823 

1304 

ftmgd 

& 

20.14 

3J20 

3073 

0076 

0388 

962.4 

UM 

4.116 

.100 

8207 

4360 

0014 

03® 

0L799 

0051 

7506 

0X96 

Spam 

m 

2407 

4.484 

3045 

1.178 

0X88 

11® 

1326 

4061 

1200 

. 100 

5.122 

0381 

0X07 

0963 

0655 

BO® 

0097 

Sweden 

(90) 

4739 

8.753 

7.702 

2296 

0013 

2265 

2088 

90® 

2353 

1953 

10 

1015 

0.795 

1081 

1397 

1706 

1.1® 

SwQztttmd 

CSFfl 

24.75 

4071 

4023 

1.169 

0X77 

11® 

1352 

5058 

1220 

1020 

5323 

1 

0X15 

0082 

0078 

9223 

0609 

UK 

(E) 

®0Q 

11.01 

9087 

2088 

1.1® 

2848 

3255 

12,18 

2950 

2450 

1258 

2X06 

1 

71B 

1032 

2221 

1X87 

Canto 


2520 

4055 

4096 

1021 

0495 

1204 

1378 

5.151 

125.1 

1030 

5318 

1018 

0X23 

1 

0090 

9301 

0020 

USA 

(S 

3602 

6.747 

5037 

1.770 

0704 

1745 

1095 

7X85 

181A 

1500 

7706 

1.476 

0013 

IX® 

1 

1301 

0099 

Japm 

(Y) 

2603 

4056 

4081 

1300 

0017 

1282 

1X66 

5.484 

1332 

1100 

5062 

1084 

0X50 

1065 

0.73S 

100 

0080 

Ecu 


4004 

7007 

6006 

1069 

0783 

1942 

9930 

8387 

2010 

167X 

8076 

1042 

0.682 

1013 

1.113 

1915 

1 


rial 


I ram xm EM*. in « M p a 


■ D-M4BK FOTBBES DM 125,000 par DU 


YBi mans Yen 125ra per trail® 



Open 

Idri 

Otari 

Mgb 

LOW 

EH <ct 

0pm tat 


0pm 

UM 

OBBri 

rt* 

Lew 

Ed. id 

0pm U 

3m 

00915 

00652 

+00035 

O0B56 

00814 

11091 

1210® 

JUB 

0.73S2 

0.7389 

+00029 

0.7390 

07348 

34778 

115313 

Sri 

00860 

OS&79 

+0.00* 

00881 

CLSG6B 

108 

5X22 

Sri 

(L74S5 

0.7485 

44LQQ2J 

07*85 

07451 

335 

83® 

OK 


007® 

+OOC8 

007® 

- 

4 

157 

OK 

- 

on® 

- 

“ 

- 

® 

343 


■ aares mac Fsromitw® SR- 125500 par gfr 


■ SIBUB rSIWB MS £S2^n pw £ 


05775 

05837 


DK 


06805 

06782 

6,892 

56032 

Jun 

101® 

102® 

+OOOB8 

10314 

1.81® 

5006 

51,7® 

on® 

08835 

48 

1010 

Sri 

10190 

10282 

+000® 

102AQ 

101® 

M 

955 

00825 


1 

48 

OK 

- 

101® 

+00112 

101® 

- 

1 

1® 


UK INTEREST RATES 


LONDON MONEY RATES 


EMS EUROPEAN CURRENCY UNIT RATES 

Mrr 20 £a can. - ft* Cm® %+f-taa tram 

on day cen. a* » — a ria 


- Afe 
aptatEco 


CM. 

W 


tarts 


Ovw- 7 days 


OH 


Vnt 


(to 


W»-6 TO-7H 71-7J TJ-TO 7J-7H & ■ » 

7Hr.7| 71-78 7f-78 7H-71 

719-7)1 7ft - 754 
7H-I4 7»-7i 7*-7i - 

Hot atoatr Ota- 71 - 7 71* - 7# 74 -7H 7»-7i 7H ■ 7ft 7# - 7* 

Dtarari llarlri rips 7ft -7ft 7% -7ft 


Writs* Start) 

SMtacta 

TatsvyBBe 


Sirin 


Amtria 


UK 


i Mhq ob 7U ps tat tan M» 6. 1987 

Up id 1 1-3 S-6 

mtatfi moms 


M 


9-12 


357500 

07962(4 

1957m 

16&22D 

754257 

fmm 

851125 

8531® 

157738 

139110 

222799 

*0784* 


Carta d Tax 0eo ffUXMXM) 


625 


625 



NON BMlEHBtS 
OK - 0533644 

Era earari^ra ratty ft* Emm* C 

toEMipedtradrap 


340038 

07815® 

1930® 

167.1® 

7.48710 

201523 

5577® 

6567® 

156721 

138424 

2216® 

405835 


0679669 


-0076 

<0000083 

-036 

-4033 

+000064 

-0065 

-QJX22 

-QJ30121 

-000043 

-00034 

-00004 


+4000® 

irakrarari 

stario 

■ t> a tanraqr. M 

State d ea camqA mod nai tre (> Eca rata ta. IMS " 

pMnuMaraararatyM.oaBteBn(araita ' 


-MS 

-154 

-051 

-058 

-4® 

-050 

-456 

-053 

-051 

-050 

-050 

-0X9 


401 


4X7 

157 

0X2 

0.17 

an 

008 

O® 

tun 

OtP 

aei 

a® 

000 


-03 



| TgMEMna 6rgOJ®WTUBg(UF^ £500000 P<*ri(< 10Q% 

Open SeQ pries Orange 

it 92.4® 92470 «■*» 

M . 82570 92550 -MHO 92570 
X 92.740 92-680 -8010 ttjTO 

M 82580 92570 -0010 BMW 

A 930® 83065 -4019 83-100 

fl Ktad M APT. V Open UU to » » tarira ** 

r «w«me nwnma OfFB ESW0W d*H of 100*_ 


■ HurnTMOMOnUB £312® tons per pouri) 



EK. HI 

Opee H. 

sate 


— CALLS 

——...re i 

1 “ 

rets — 

- 

92470 

11248 

161282 

Prtre 

Jot 

0 

Art 

Jun 

ta 

AUp 

925® 

16482 

. 111270 

.1029 

• 1.12 

. :106 

218 

. 130 

100 

202 



122Q51 

10» 

071 

130 

135 

130 

251 


92870 

15870 

1038® 

10*0 

041 

087 

1® 

2X1 

107 

303 

910® 

11058 

83111 

PRdMaqra«.C*l6inai7S.lftr.ter>riroka,Cto1400Hb 12X87 



■ PHJIDELPflA SE D-MMKJS OPTIONS 01832300 (6 par 0® 



■ 

- CALLS - 

Dec. 

Prta 



98875 

Oiu 


0270 

825® 

P.D2S 

0125 

vans 

0006 




Jan 
0010 
0 065 
41® 


Sri 


0073 


OSC 


0060 


PM 

0555 

I 15® 


128 

468 

057 


CAULS 

ta 

Jd . 

tar 

— Pins — 

Jzn 

Jd 

. 

. 

0® 

027 

042 

1.17 

1.45 

031 

0X1 

008 

00* 

1.15 

038 

09 

078 


x»te» tete "i. on Z2i Ms *n . ml toft am «. canujaemn w* 


Eel wl mt, on s«7 mb sans, tax* riri *(■" 1 


■ n«g Maim BriooauxBtari am petarf I®* 


BASE LENDING RATES 


% 

mrv 725 
tankfQBJ 755 
tori 725 
oVbcay* 725 
ma 725 
md 725 
■ 725 

tori 725 
nk 728 
dEaat 725 
tyiCoLU 72S 
70S 

Brail 725 
n*«8ra«25 
725 

itaBraKi 70S 
to 725 


EnwTnolUmM US 
FjnkrtiM 6 GW B»f* &00 
•nbrai namft« & c °725 
eGitamstoton 725 
(tab Bn* AS Zurich 725 
•MantnsBanh 725 
Heitoto SGto to®.72S 
CXHoraviCo 725 

tangtaifi ostaenb 72S 

M nceank(UQVri725 
jjsrai Hodge Sra* 725 
•UriaWnaa|ra4»raT23 
LktytoBn* 

ntaW arahnto to 
•BsaBroOwu 
np^BkelSoaHKl 725 
Scattrir VHows Bra* 725 


72$ 

725 

725 

725 


•®««6»KHrdBr726 
•SnftiaVWhnean 725 
SunBra* 725 

TSB 72$ 

LMadBankofKwriL72S 
UriyTnmSai*?^! 725 
mtaMtyLtotaa 725 
VuMOtoBra* 725 

• yambanc* London - 
fc iy—m a n iBanttv 


kiidnanUsHn 


<to> 

. .trig QMari 

m 

lorn 

Ed. id 

QpnH. 

Joa B439 

9*30 +001 

0400 

9*29 

71000 

454046 

Sep 943S 

9*27 +002 

9*2B 

9*25 

74074 

445X13 

Dec 94.18 

942) +003 

9*21 

9*17 

55J3B2 

370921 

| ■ tBHEA9UR7 90L renNB (8W) Sim pra 100% 




Jm ■ 9*84 

9*94 - +001 

8*94 

9*94 

378 

2328 • 

Sap . 

9(04 +002 

9*94 

- 

140 

1083 

DK - 

9*94 +0J2T 

9*94 

- 

a 

a 

* Ota tewed total* pmta dty 





| KOBtWIKirnMfftJRQIWlaixiftdBdlim 











Pita j» 

JU Aog Sep 

Jt*r 

ta 

Aag 

Sri 

ran ooto 


0030 




ns® oois oats, aoio aou 

0.1® 

0305 

0310 

0310 

MISS • . 0 


0270 




MB 0 

a o o 

nans 

Q05D 

0550 

.0050 

Ob «L MLCtatoiMt 10M3. MriK aeyt WK K. OK 3KBU MS 4fi» 


1 :■ BMSM® RME OPTOB turn SH IB ptara d 100% 



sura - 

CAUS 



ms — 


m* -ju 

Sri Ote 

Jh 

Sri 

DK 


. -0010 00*0 -IUMS 02® 

;. 0 0335 

bKriak«gt«KiMariraiH.wn)ttH 


0X30 


0655 


Strara 


- CALLS - 


— ms — 


Prtre 

Jm 

Sri 

Dk Jm 

Sep 

Dk 

99125 

0070 


0095 



95250 

0030 

0-460 

00® D.iro 

0020 

nron 

85375 

0010 


APRS 



i&JSL 


Bra a«m_ 



INVESTED 


Invesaec Croup United (Investec) Is a South African based financial institution specialisms in investment banking, private banking and asset management. The 
Grot*} has a strong emphasis on internationalisation and towards this end acquired Investec Bank (UK) Limited (previously Allied Trust Bank) in 1992, Give 
Discount Group and Cazenove Money Broking Division mbd in 1995 and Can Sheppards in 1996. 0 also acquved a controlling interest in Isiad General Bank 
in 1997 and Ernst & Company in 1998. Subsequent la the year-end and subject u regulatory approval, the Group Kquired the Guinness Mahon Group, and 
has made a recommended offer for control of Hambros PLC 

Far the Information of UK investors and Institutions these extracts from the Group's annual results are published in Sterling at die rate of 8.47 ZAR to GBP. 


Audited Group Results for the Year Ended 31 March 1998 


SAUENT FEATURES 


Headline earnings anrfoutaWe to 
ordinary shareholders (GBP'rn) 

Headline eanrings per dure Ipence) 

Diluted headline earnings 
per share (pence; 

Dividends per share (pence] 

Dividend cover (times! 

Net tangible asset value per share on a 
diluted baste (GBP) 


Risk weighted assets iGBPIxi) 

Return on risk weighted assets (percent) 
Total assets under management (GBPTjn) 


Diluted headline earnings (pence per share) 


torch 

1998 

31 March 
1997 

% 

Change 

GROUP BALANCE SHEET (GPB *M) 

31 March 
1998 

31 March 
1997 




TobI shareholders' freHs 

849 

525 

67 

44 

520 

Deposits and other accounts 

8 956 

6 945 

980 

700 

320 


9805 

7 470 

92X 

670 

36,8 




410 

30.7 

34.6 

Cash, short-rerm funds and negotiable securities 

6 457 

5 130 

V 

20 

_ 

Investments, trading securities anti other assets 

1 020 

632 




Advances 

1 981 

1 486 

90 

50 

56.4 

Associates 

251 

140 

3X 

20 

38.1 

Fixed assets 

96 

82 

20 

20 

- 


9 805 

7 470 

23,1 

16.4 

41.0 
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89 90 91 92 93 94 95 96 97 98 

Ten-year compound growth In diluted headline 
eamfngs per share 30,4% per annum. 


For further information contact : 
telephone (171) 283-9111 or facsimile (171)626-1213. 


COMMENTS 

• Investec posts tts 19th year of uninterrupted growth increasing 
headline earnings by 52,5%. 

• The Group's ten-year compound annual growth in diluted 
headline earnings per share is 30,4% per annum. 

• Sound results driven by impressive organic growth with strong 
contributions from Corporate Finance. Specialised Finance, 
Asset Management and international Private Banking. 

• Advances grow by 33% during the financial year. 

• The annuity component of other income increases by 65,6%. 

• The ratio of operating expenses/total income declines to 
54,7% from 56,2%. 

• Third-party assets under management grow by £3,3 billion. 

• Shareholders' funds grow from £525 million to £849 million. 

■ Capital adequacy ratio increases from 19,5% to 1 9,8%. 

• Significant development of international interests include 
obtaining a merehanr banking licence in Australia, the 
acquisition in Mauritius of Banque Privee Edmond de Rothschild 
(Ocean Indien) Ltee and Ernst & Company in New York. 

• The Group acquires Guinness Mahon group subject to regulatory 
approval and has made a recommended offer for control of 
Hambrospte. 

MS Herman SXoseff Bbrtor 

Chairman Chief Executive Managing Director 

Wednesday, 20 May 1998 
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Milling groups recall expatriates from Indonesia 


Kenneth Gooding, 

Mining Correspondent 

International mining 
companies have been recall- 
ing some expatriate employ- 
ees from Indonesia's main 

towns because of the polity 
cal upheavals in the country. 
But they Insisted yesterday 
that there had been little 
impact on their mining 
operations, located in remote 
areas. 

Nevertheless, analysts sug- 
gest that, if by some remote 
chance Indonesia’s mines 


were brought to a stand-still, 
the Impact on world markets 
would be severe. 

Both copper and nickel, 
where the markets are cur- 
rently expected to be over- 
supplied, would be particu- 
larly affected, as well as tin, 
where there Is an immediate 
shortage. 

Last year. Indonesia 
accounted for about 40 per 
cent of the western world’s 
traded steam coal. 30 per 
cent of tin supply, II per 
cent of nickel. 6 per cent of 
copper. 5 per cent of gold. 


and i per cent of aluminium. 

“The steam coal market is 
over-supplied at the moment 
and prices are down, but 
Indonesia’s exports could 
not be replaced quickly and 
easily if any problem lasted 
any length of time,” said 
David Price at the Interna- 
tional Coal Report 

Tony Warwick-Ghing. ana- 
lyst at Flemings Global Min- 
ing Group, said: “The copper 
market would take it very 
seriously if anything hap- 
pened to Indonesian supply. 
LME [London Metal 


Exchange] stocks are low 
and the market would he 
very sensitive to any drop in 
supply. 1 ' 

At Macquarie Equities, 
Jinx Lennon, analyst said: 
“The tin market is already 
very tight and any sign of-a 
reduction in production or 
exports could have a dra- 
matic impact on prices." 

Indonesia contains the 
world’s second biggest cop- 
per mine, Grasberg, owned 
by Freeport McMoRan of the 
US, and located In Irian 
Jaya. 2,000 miles from Jak- 


arta. It Is being rapidly 
expanded and scheduled to 
produce 770,000 tonnes of 
copper and 2.7m troy ounces 
of go Id <94 tonnes) this year. 

Freeport said: “The mine 
is working better than ever.” 
Freeport’s Jakarta office 
remains open, staffed by 
Indonesia employees, but 10 
expatriates had moved to 
Singapore on the advice of 
the US Embassy. 

Rio Tin to, the world's big- 
gest mining group, had 
moved 28 expatriates to Aus- 
tralia from Ballkpapan, the 


nearest town to. Its Kaltim 
Prime coal mine and Kelian 
gold mine, the company 
said. About half the 12 expa- 
triates in Jakarta had also 
left the country. There were 
no problems at the mine 
sites, “and we are not antici- 
pating any problems." 

Inco of Canada, the 
world’s biggest nickel pro- 
ducer, said its Jakarta office 
remained open but two expa- 
triates had left. All 272 expa- 
triates at the PT. Inco mine 

remained on site, h o wever. 
Expansion of the mine, 


located 1,000 miles from Jak- 
arta- at Sulawesi -was going 
as planned, although 
there had been some compo- 
nent supply problems. 

PT Tambang Timah, 
Indonesia's big domestic tin 
producer, also said output 
was normal. 

So far, the only reported 
impact of the upheavals on 
metals groups involves the 
200.000 tonnes a year Gresik 
copper smelter, because Mit- 
subishi of Japan said work, 
90 per cent ounpleted, might 
be temporarily halted. 


Koreans shake 
gold market 


By Kenneth Gooding 


Patriotic South Koreans 
played havoc with the gold 
market in the first quarter 
by giving 228 bonnes of the 
metal to their government to 
help pay off some of the 
country's debts. 

About 3.5m Koreans 
responded to the “Save the 
Nation” gold collection 
schemes after their country 
was caught up in the Asian 
economic turmoil. 

One quarter of all house- 
holds supplied some gold - 
an average of 65 grams each, 
or just over 2 ounces - 
mostly in high-quality 
jewellery- 

Indonesians also added to 
the gold market's woes by 
selling a net 64 tonnes, some- 
times to buy necessities after 
the value of their domestic 
currency collapsed. 

Others were tempted to 
take profits as the domestic 
price of gold soared. 

Indonesian jewellers were 
also hastily cutting back 
stocks. 

The unprecedented sales 
in the two countries cut gold 
demand In the first quarter 
by 55 per cent to 842.1 tonnes 
or 11m troy ounces, accord- 
ing to the World Gold Coun- 
cil, a promotional organisa- 
tion financed by some big 
producers. 
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The Council, which moni- 
tors 21 countries accounting 
for about 80 per cent of 
global demand, said it was 
the first significant fall 
in gold consumption since 
it launched its survey in 
1992. 

George Milling-Stanley. 
the Council's manager of 
gold market analysis, said 
the once in a lifetime Korean 
scheme ended in March and 
the trends were positive for 
gold again. 

In the first quarter, India 
re-emphasised its role as the 
world’s biggest gold consum- 
ing nation, taking a record 
190.7 tonnes, 17 per cent 
above the total for the same 
months of 1997. 

Mr Milling-Stanley said 
sales were boosted by the 
government’s further 
deregulation of the gold mar- 
ket and a smaller price pre- 
mium in India compared 
with the international dollar 
price. 

There were also record 
quarterly gold sales in the 
US, where they were up by 
10 per cent to 88.1 tonnes. 

Jewellery sales surged in 
tandem with the US 
economy, and gold coin 
purchases jumped by 66 per 
cent as some investors saw 
them as a good bet when the 
gold price in dollar terms fell 
to an 18 ^-year low. 


China’s urban cool develop 
a thirst for a cappuccino 

James Harding reports on an embryonic coffee market 


C offee brings its own spe- 
cial atmosphere, its 
own sense of romance.” 
says Yang Qingqing, Shang- 
hai’s best-known fashion col- 
umnist and self-appointed 
style guru. “The young gen- 
eration drink coffee not 
because they prefer it to tea. 
The real reason is that coffee 
represents modern, western 
culture.” 

In China’s largest city, 
thousands of cafes have 
opened In the last couple of 
years and a taste for a cap- 
puccino has become a badge 
of cooL Much more than a 
beverage, coffee has become 
a mark of cosmopolitan cul- 
ture and a milestone on the 
path to prosperity. 

Rural China, by contrast 
remains a devoutly tea- 
drinking society. Instant cof- 
fee is practically non-exis- 
tent in the poorer house- 
holds of the Chinese 
countryside, but has become 
a regular feature of urban 
homes. According to a Gal- 
lup market survey, just 1 per 
cent of rural homes have a 
jar of coffee granules, but in 
Shanghai 51 per cent of 
houses do. 

The fashion for coffee in 
more prosperous urban 
areas, though, has been 


enough to multiply the cof- 
fee business in China several 
times over. 

Theo Klauser, managing 
director of Neatlfe China, 
says sales of Nescafe, by far 
the best-selling brand of 
instant coffee, have 
“increased five times in the 
last five years . . . although 
from a small base”. Sales 
from the Nescafe plant in 
Donggttan were worth 
RMB450m ($S4.4m) last year, 
he says. 

The International Coffee 
Organisation recently sent a 
delegation to Beijing and 
Shanghai to promote coffee 
consumption and provide 
support to China’s coffee 
producers in Yunnan, in the 
country’s south-west 

As with so many other 
consumer goods in China, 
the massive potential of the 
market can have a dizzying 
effect on the industry. 

Coffee consumption in 
mainland China is One cop a 

person, a year, according to. 
Nest 16. but wealth and 
greater integration with the 
west has tended to develop a 
thirst for coffee in Asia. 

In Taiwan, people drink 38 
cups each year. In Hong 
Kong 44 cups and in Japan 
330 cups. This compares 


with 440 in the UK. 463 in 
the US and. 1,100 in Sweden. 

Jonathan Eisenberg, who 
set up a gourmet coffee shop 
in Shanghai and a sister 
shop in Beijing called The 
Daffy Grind, says: “The Chi- 
nese will go for coffee. Look 
at what has happmied in 
Japan, Korea and Hong 
Kong: But the? will probably 
go for a US-style coffee, 
something that is diluted 
with milk.” Making a good 

CUp Of COffiee in Shang hai, 
though, has its problems. 
“To do Aman-style coffee you 
need foam,” which means 
buying a lot of good quality 
milk, notes Mr Eisenberg. 
For a take-away coffee shop, 
one at the chief headaches is 
cups and bds, he says: “They 
are often more expensive 
than the b eans. " Tariffs on 
coffee beans are also very 
high, prompting Mr Eisen- 
berg to buy beans roasted in 

China. 

T he c ountry' s largest pro- 
cessing operation, the 
Yunnan Coffee Process- 
ing plant, to increase 
annual production Of 1,500 
tonnes last year to 5,000 
tonnes in 2000. 

But the company expects 
the business enviranmeut to 



Make mine mfflty: students buying coffee In a Be$ng cafe 
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get tougher as more foreign 
brands and coffee importers 
target the market. “We are 
trying to set up a sales net- 
work throughout China's 
mayor coastal cities, but we 
have a long nay to go. 
Cheaper and more famous 
foreign coffee companies 
promise to be a big chal- 
lenge.” 

Mr Eisenberg cautions 
against excessive enthusi- 
asm abend the coffee market 
“Coffee for coffee's sake is 
still a novelty. The coffee 
market is still premature for 
serious, growth.”. 

Likewise, Mr Klauser at 
Nestle warns that while the 
potential of tire Chinese mar- 
ket may be beguiling, it is a 
long way from being real- 
ised. “Coffee drinking is still 
foreign to the Chinese, wbo. 
are essentially tea drinkers 


and their habits are not so 
easily changed,” he says. 

In large part, coffee pro- 
ducers and cafe owners say, 
this is because Chinese 
people are not yet convinced 
by the taste. After a lifetime 
of tea. coffee seems bitter 
and acrid, which helps 
explain the popularity of 
the sweeter and milkier cups 
of coffee such. as latte, cap- 
puccino or Instant coffee 
ready-mixed with milk and 
sugar. 

But, then, for the time 
being; the modish Ms Yang 
suggests that people drink 
coffee often for something, 
more than the taste: “Coffee 
has its- own mood... for 
example, if a young m an 
Invites a young lady for a 
cup of coffee,. this is a good 
way for him -to express his 
feelings.” 





crude oil 
stocks hit 
prices 
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By Gary Mead art 
Keooetb Gooding 


The biggest stock of erode 
oil to the US since August 
1993 depressed futures prices 
yesterday,' whan on the 
International. Petroleum 
Exchange Brent blend for 
July slid il cents to JI427 a 
barrel to late tradtog.- 

The American Petroleum 
Institute published data 
showing a rise of 8.79m bar- 
rels in US crude stocks last 
week, to 353.13m barrels, 
when the market expected a 
fall of same 2£m barrels. 

A blockade of the world’s 
longest railway line, Russia's 
trans-Siberian, helped boost 
aluminium prices on the 
London Metal Exchange 






Russian coal miners, des- 
perate after not being -paid 
for months, cut the country 
in half by. blocking all its 
east-west rail lines and 
b parking a state of emer- 
gency in Siberia where scene 
of Russia’s big aluminium 
smelters are located. 

Oleg Presman, deputy gen- 
eral manager of Krasno- 
yarsk, Russia’s second big- 
gest smelter, told Reuters: 
“We stffi have stories [of alu- 
mina. the raw material for 
aluminium] for some days. 
And then - catastrophe.” 

Traders suggested senti- 
ment was also affected by 
the International Primary 
Aluminium Institute 
announcing daffy output fell 
slightly in ApriL Aluminium 
for delivery to three months 
on the LME closed $10 a 
tonne up at $L891. 

On the London Interna- 
tional Financial Futures 
Exchange coffee tradingwas 
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slow in the morning where 
the July contract gained $39 
but a mere 914 lots were 
traded. Business gathered 
pace in the afternoon, when 
a further 2^93 lots were 
traded, and July closed at 
IL920. a gain of $15. . 
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ACROSS 

. 1 Old broadcast with percus- 
sion instruments produc- 
ing the blues (8) 
s One is poor at performing 
but notoriously prolific (6) 

9 Fathoming the pipes (8) 

10 Scruffy child held In our 
Oiiuese embassy (6) 

12 Sobriquets for prison? (9) 

13 Member getting old for this 
sort of dancing ( 5 ) 

14 Second one to ctxnplain (4) 
16 One wbo fires a tricky ball 

down the pitch (7) 

19 Shown sat behind previous 
partner (7) 

21 Dispose of sister’s room, so. 
to speak (4) 

24. Simple English food in liq- 
uid farm (5) 

25 On top of plank from ship 
into sea {9 j 

27 Hebridean island' leads 
bishop a dance (6) 

28 Stop it l*m turning into a 
sanguine person <8} 

29 Youth leader is led astray 

bat returns ( [Gy . . 

30 With tower being unduly 
high, want in front (5) 

DOWN 

1 A Shrub, a Greek nymph 

- and he shuffled sound qui- 
etly (6) - - 

2 Start to eat about one (6) 

3 Rifle at home? Longbow's 
more likely for him (5) 

4 Soldier gets cross with' 
another soldier resident on 
the island (7) 

Vf 


6 Practical joker’s victim a 
sweet girl? Quite the 
reverse (5,4) 

7 Whether he's insect ‘ or 
huge beast (8) 

3 Brown opening one produc- 
ing IndiazHrtyie food (8) 

11 Snakes take head off 
insects (4) 

16 Where mollusc breeds (toy 
variety) (64) 

17 He converted pantry for 
pre-nuptial gathering (3,5) 

13 Opaiing half of prepraiaffal 

drink -true? Wrang:® 

20 Gloomy state of mind lifted 
by this judgment ( 4 ) 

21 Cooks vessel taken over by 
leading “wets” (7) 

22 Type of tyre laid np by gun- 
ners (6) 

23 It- appears in anginal deed 
prepared for publication (6) 

26 Fabric which reproduces 
sounds made by hounds (5) 
Solution 9,686 
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LONDON STOCK EXCHANGE 


Fed decision helps Footsie back over 5,900 


HSEAfl-ShaieMac 


Tamper cy. wane fwwffl 
1400: 


MARKET REPORT 


By Stare Thompson, 

UK Stock Market Editor 

Widespread relief that the 
US Federal Reserve’s open 
market committee had 
decided to leave interest 
rates on hold, plus a much 
happier performance by 
Asian stock markets, pro- 
vided a perfect background 
for UK stocks to extend 
Tuesday's rally. 

And there was more good 
news for equities from a 
highly successful auction of 
£3bn-worth of 30-year gilts. 

The auction was covered 


2.26 times, and saw gilts 
make excellent progress, 
with the 30-year issue up 17 
ticks towards the close of 
trading. 

The FTSE 100 index raced 
up a further 29.6 to 5.907.4, 
extending its rise over the 
past two sessions to SL2 or 
1.4 per cent, while the FTSE 
250 and FTSE SmallCap. the 
two junior indices, both hit 
new intra-day and closing 
records. The former closed 
above 5,800 for the first time, 
finishing 30.3 ahead at a 
record 5325.5. 

The FTSE SmallCap set- 
tled at a new intra-day and 
closing high of 2,774.3, 


a gain of 133 on the session. 

Just about the only grouse 
from the ranks of market- 
makers manning the City’s 
trading desks was a rather 
disappointing level of activ- 
ity accompanying the strong 
gains in the FTSE 100 stocks. 

Turnover at 6pm was 963m 
shares. Non-FTSE 100 stocks 
accounted for 56 per cent of 
the total. 

Dealers said the looming 
long bank holiday weekend 
would probably ensure that 
turnover levels fell away 
rapidly ahead of the three- 
day break. They also pointed 
out that many European 
markets are closed today for 


Ascension day, which will 
cut off the substantial sup- 
ply of activity emanating 
from continental fund 
managers. 

Footsie was up and run- 
ning from the outset, gather- 
ing momentum throughout 
the morning wnri carrying on 
upwards after Wall Street 
opened on a firm note. 

Earlier Wall Street’s 
rather surprising sluggish- 
ness towards Tuesday's close 
had prompted some London 
dealers to preach caution. 
However, that wariness soon 
disappeared in the light of 
some well-received corporate 
reports and the continuing 


takeover speculation envel- 
oping all sections of the UK 
market. 

The news from Indonesia, 
which had contributed to the 
market's unhappiness in 
recent sessions, was much 
more positive, and helped 
the Jakarta index rally 23 
per cent Hong Kong rose 1 

per cent and Tokyo nearly l 

per cent. 

Bank shares, badly 
affected recently by interest 
rate concerns and the OFT 
investigation into Northern 
Rock's restructuring of some 
of Its customers’ accounts, 
built strongly cm Tuesday's 
revival. 


Helping the movement in 
the sector was a Bank of 
England report on the bank- 
ing industry indicating that 
conditions for sector consoli- 
dation remain favourable 
and that several large banks 
with surplus capital may 
consider acquisitions this 
year. 

Not all observers shared 
the market's bullishness. 
Richard Lake, technical ana- 
lyst at Brewin Dolphin, the 
stockbroker, remained cau- 
tious about the FTSE 100: 
“In my opinion, a setback to 
the 5,500 to 5,700 Is still quite 
possible in the short term," 
he said in his latest note. 
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Lloyds 

leads 

banks 

COMP^^ REPORT 

By Peter John and Martin Brice 

Lloyds TSB led tbe banking 
sector higher as the market 
anticipated state approval of 
its link with TSB. 

The Shares have fallen 
sharply over the past couple 
or months because the steam 
has come out of the sector. 

But clearance of the 
merger Is now seen as a cer- 
tainty for the end of July at 
the latest And, once it is 
given, there are two possible 
boosts to the stock. 

First, Lloyds is expected to 
cut costs by closing down 
operations wherever a TSB 
and Lloyds branch are 
nearby. Second, the bank 
will be free to make further 
acquisitions, possibly boost- 
ing its exposure to mortgage 
l ending 

“Lloyds is the UK stock in 
the sector where good news- 
flow is most likely over the 
next six months," said 
Simon Price of Merrill 
Lynch. 

Lloyds has said it is inter- 
ested in growing by acquisi- 
tion and valuations else- 
where have started to fall 
back to attractive levels, say 
brokers. Once it makes a 
move, it could free others 
such as the Halifax and Bar- 
clay's from the worry of a 
contested bid. 


Also. Morgan Stanley has 
been recommending tbe 
stock ahead of one-to-one 
meetings with analysts, 
which are expected to carry 
reports of increased lending. 

The sector, always vulner- 
able to Interest rate con- 
cerns, received general sup- 
port from the US decision to 
leave rates unchanged. 
Finally, it was spurred by 
speculation that ABN Amro 
of the Netherlands was keen 
to buy Bear Stearns, the US 
investment bank. 

Lloyds rose 27^ to 891V4p 
while Bank of Scotland 
jumped 28'i to 728 'ip and 
Abbey National 38 to £11.03. 
Nevertheless, a profits down- 


grade by Schroders pushed 
National Westminster down 
19 to £11.12. The bank said it 
had bought back 2m shares 
at Ell-2ftp a share. 

Dixons was marked down 
severely in the immediate 
aftermath of the government 
statement that prohibited 
the use of recommended 
retail prices in the domestic 
electrical goods market 

Although the statement 
was seen by analysts as 
merely rubber-stamping 
recommendations made by 
the Monopolies and Mergers 
Commission in July, tbe 
stock dropped lip in morn- 
ing trading. However, it rap- 
idly recovered the lost 
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NOTICE TO THE 
HOLDERS OF 

Republics Federativa 
do BrasS 

Series A-L Q)U Bonds 
Doe 2001 

Pursuant to die terms of tbe 
EXJ Band Fiscal Agency Agree- 
ment dated ns of Sep t emb er 10, 
1992. as amended, die federative 
Republic of Brazil bs apposed 
Barique Internationale & Luxem- 
bourg soc&e anonyms as its new 
Luxembourg paying agent far the 
above-refereaced Bands dfwii ve 
May I. 1998. Acconfingfy. hold- 
ers of the above-referenced Bondi 
should no longer deliver any 
inquiries or requests for payment 
to Citibank (Luxembourg) S-A. 
Such inquiries and requests for 
payment should instead be direct- 
ed a* follows: 

Banqne (otematkBUde 2 

Luxembourg sod£tf aonoyme 
69, rtmred'Eacb 
L-2953 Lxuesfcaofi 
Aqbiidoo! Searing 

REFOHLICA FEDERATIVA 
Do Brasil 

By: U.S. Bat* Trust 

Rational AssoctatiM 

as Fiscal Agent 
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No FT. no 
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Your 

Legal 
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Melanie Miles 


Tel: *440171 S 73 3349 


Fax: +44 0171 873 3064 


The Chase Manhattan 
Corporation 
U.S.SSOCMMO.OOO 
Senior Floating 
Rate Notes Due 2002 
hi accordance wtei me previsions 
et the Notes, nance k hereby 
given Ola tar the Interest period 
tram May 21, 1986 to 

August 21. 1998 the Notes «a 
cany an interest rate of 5.74531% 
per annum. 

The interest payable on me 
ratevora interest payment dale, 
August 2T, 1998 vrifl be U.S. 
SMS .82 per U.S. 310,000 Note 
end U.S. 51,46825 per U.S. 
5100,000 Note. 

By Tht Chase NmWtaa Bank 
London 
May 21,1908 
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May 


ground, to close a penny 
firmer at 580p. 

Shell Transport eased 3% 
to 448'4p after it made cau- 
tious comments at a presen- 
tation to analysts in The 
Hague. 

Analysts said the company 
had cut its 1998 return on 
capital target from 13 per 
cent to 12.5 per cent because 
of difficult trading. Targets 
for 2001 and 2002 stayed the 
same at 15 per cent. There 
was also talk that the com- 
pany may review its capital 
employed, which stands at 
ElOObn. 

Also, the general oil envi- 
ronment continued weak 
with US erode prices dipping 
because of over-supply. BP 
fell 5V. to 930p. 

Rumours of positive 
results on oil exploration 
near the Falkland Islands 
helped Aim-traded Desire 
Petroleum to gain 96% to 
305V»p. The rise was fuelled 
by a rumour that Amerada 
Hess has achieved "encour- 
aging” results in a neigh- 
bouring area. The positive 
sentiment spread to Falk- 
land Island Group, the 
retailing and port operations 
group, which rose 28 to 
imp. 



Misys was up 220 to £35.70, 
ahead of its elevation today 
to the market’s benchmark 
index, tbe FTSE 100, replac- 
ing the Energy Group, now 
absorbed into Texas Utilities 
of the US. In turn Misys’ 
place in the FTSE 250 will be 
occupied from this morning 
by Cox Insurance. The lat- 
ter’s shares celebrated with 
a 55 surge to 493'Ap. Cox was 
only one of many insurers to 
maitp rapid | i rngr p« : yester- 
day. The leading composites 
made good progress in 
response to the overall mar- 
ket strength plus well- 
received first-quarter figures 
from Royal & Sun Alliance 
earlier in the week. The lat- 
ter closed 15% firmer at 
669ttp. while Commercial 
Union rose 18 to E1L05, Gen- 
ual Accident 29 to £14.05 
and Guardian Royal 11 Y* to 
396%p. 

FI Group firmer 

Information technology 
stocks were prominent 
among the better FTSE 250 
performers. FT Group was 
pushed up 145 to £15 amid 
talk of a series of agency 
crosses uncovering a short- 
age of the stock. 

Fellow IT sub-sector con- 
stituent CMG continued to 
benefit from positive feed- 
back stemming from an ana- 
lysts’ visit to the company 
on Friday, and the shares 
rose 137V4 to E30.77V4. 

However, it was not all joy 
among FT stocks. Delphi was 
off 23% at 730p after a trad- 
ing statement focused on a 


trend in its US operations 
involving higher costs and 
lower revalues. Delphi said 
It was monitoring the perfor- 
mance of its US arms. 

Newcomer Ambient Media 
Corporation, the Aim-traded 
marketing services and loy- 
alty card company, opened 
at 90p and dosed at a 2%p 
premium. It raised £6m via 
the float, and has a market 
capitalisation of £l73m. 

A profits warning from 
prin ted circuit board maker 
Prestwick Holdings came 
two minutes after the mar- 
ket closed. 

The warning blamed 
“rapid and severe deteriora- 
tion affopHng the global elec- 
tronics market and contin- 
ued deferment of orders by 
major customers". The 
shares had risen a penny to 
37p. 

Next recovered 21 to 542p 
as Morgan Stanley 
responded to Tuesday's reas- 
suring noises from the com- 
pany with a reiterated "buy" 
recommendation. 

The broker raised its 
current-year profit forecast 
by 5 per cent to £168m on 
renewed confidence about 
gross margins 

Carlton Communications 
climb ed 23 to 517p after the 
compan y announced Interim 

figures above the range of 
analysts’ forecasts. 

Profits rose from £L58.6m a 
year ago to £165.7m even 
though tbe consensus was 
for a flat figure damped by 
start-up costs for digital tele- 
vision. 

National Power improved 
6% to 571p as the generator 
anno unced frill-year profits 
of £720m. near the top of an 
analysts' range that peaked 
at £737tn. 

British Biotech slipped a 
penny to 58p with Merrill 
Lynch issuing a cautious 
note on the stock. The bro- 
ker said tiie company’s cir- 
cular to shareholders this 
week had more questions 
than it answered, particu- 
larly about the way clinical 
trials were conducted. 
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US rate decision leaves bourses buoyant 


EMERGING MARKET FOCUS 


WORLD OVSIVIEW 


Relief that the US Federal 
Reserve chose not to raise 
interest rates allowed stock 
markets to approach a holi- 
day-packed weekend in 
feirly buoyant mood, writes 
Philip Coggtm. 

Many European markets 
will be closed today for 
Ascension, day, while the UK 
and US have public holidays 
on Monday. 

The Fed’s decision on 
rates may not have been 


unexpected but there had 

been some nervousness in 
recent days as the markets 
awaited the news from 
Washington. 

Figures released yester- 
day, showing a wider-than- 
expected US trade deficit, 
should act to depress the 
rate of US economic growth 
- and make a rate rise after 
subsequent meetings less 
likely. That helped the US 
stock market open higher. 

Meanwhile, the apparent 
easing of the Indonesian cri- 


sis, as the army took control 
of the streets of Jakarta and 
a demonstration was called 
off, brought some calm to 
Asian markets. Tokyo and 
Hong Kong edged ahead. 

European markets took 
advantage of the improved 
international background to 
forge ahead, with the Das in 
FrankfUrt passing 5500 for 
the first time. The Pans and 
Brussels bourses also 
reached record highs. 

Nevertheless, eager bears 
could sW find some reasons 


for caution. Japan recorded 
a sharp increase in Us trade 
surplus (up 53 per cent year- 
on-year), thanks to a near 14 
par cent decrease in imparts, 
reflecting the weakness of 
domestic demand. 

“Japan's economy is rap- 
idly subsiding into a reces- 
sion that could easily inm 
into depression," satd Robin 
AspinaU of National Austra- 
lia Bank. 

In Russia, miners cut the 
country in two, by blocking 
the east-west rail link, in 


pursuit of their demands fir 
back pay. The Russian stock 
market, which rebounded an 

Tuesday after the govern- 
ment raised interest rates to 
defend the rouble, slipped 
another L5 per cent 
And technical analyst 
Nick Glydon of Flemings 
points to a fall in the Dow 
Jones Transportation Aver- 
age, which seems to have 
broken its uptrend. This 
matters- to proponents of 
“Dow theory", developed by 
Charles Dow, the founder of 


tile Wall: Street Journal. 
According to . the theory., 
rises in the 'Dow Jones 
Industrial Average need' to 
be “confirmed'* by a rise . in 
the railroad (now transporta- 
tion} average and, according 
to later the utili- 

ties average. 

“Tuesday's fall by the 
transports breaks the. pat- 
tern of bull market confirma- 
tions ari d will worry some 
vary influential US investors 
and commentators," says Mr 
dyticn. 


Baht holds key 
to 




US equities 
back 
after gains 


slip 


French shares hit fresh high 


EUROPE 


results. The 


aupuitac upcoming 

shares tumbled 18 per cent 

US shares pared early gains or $6% to $27ft. Advanced 


to present a more mixed 
trading picture by midday, 
writes John Labate in New 
York. 

The Dow Jones Industrial 
Average rose more than 50 
points early in the session as 
a rally in bonds set in. But 
by early afternoon the mood 
had cooled, with the Dow up 
2L92 at 9.07&57. The broader 
Standard Spoor's 500 index 
was up less than a point at 
1,10956. 

Helping to give a boost to 
morning stock prices was a 
spate of hedge hind buying 
in the US Treasury market 
New figures put the US trade 
deficit at $13bn far March. 
This helped convince inves- 
tors that GDP estimates 
would come down, poten- 
tially heading off any Fed- 
eral Reserve rise in Interest 
rates lata- in the year. 

Band prices remained firm 
into the afternoon session. 
The benchmark long bond 
was g higher at 103ft, push- 
ing the yield down to 5587 
per cent 

But one day after Dell 
Computer reported better- 
than-expected earnin gs, a 
wave of selling took hold 
among computer producers 
and s emiconductor sharps. 

The sell-off put pressure 
on the Nasdaq composite, 
which lost 15.09 to 1530.78 
The sell-off of technology 
stocks was widespread. After 
recent sharp rises Dell Com- 
puter was down $2£ to $92%, 
while Gateway 2000 fell $2g 
to $47Vi. 

Semiconductor stocks 
were hit by a warning by 
Analog Devices ahead of 


Micro Devices also fell back, 
lasing 75 per cent at $20%. 
Chip sector leader Intel lost 
$2% to S77ft. 

News that Bank of New 
York had withdrawn its bid 
far Mellon Bank had only a 
mild effect on prices. 

Mellon was down $ift to 
$68% after PaineWebber low- 
ered its rating on the bank. 
Bank of New York rose $1% 
to $61%. NationsBank rose 
*g to $76%. 

Lucent Technologies 
gained $ft to $72ft after it 
said it would be provider of 
networking equipment for a 
significant underseas cable 
project 

Among Dow components, 
AT&T climbed $lft to $57% 
as the company conducted 
its annual shareholder 
meeting. 

TORONTO moved higher 
in early trading helped by a 
flurry of activity in telecoms 
shares following news of a 
sector deal. Resource stocks 
remained dull, but at noon 
the 300 composite index was 
up 1552 at 7,67850. 

A CSlbn disposal by Rog- 
ers Communications sent 
the shares up C$1.70 to 
C$1150 in heavy two-way 
trading volume. Northern 
Telecom jumped C$2.65 to 
C$96.65 and Videotron C$1 to 
C$1755. 

Bid target Inmet Mining 
rose 70 cents to C$5.10, 10 
cents above the offer made 
late an Tuesday by Zemex. 
which Inmet has d e nounced 
as inadequate. Seagram con- 
tinued to suffer from profit- 
taking, slipping a further 65 
cents to C$5955. 


Sao Paulo falls steeply 


SAO PAULO was hit by 
Interest rate worries with 
the market falling steeply 
ahead of the latest meeting 
of the central bank's mone- 
tary policy committee. 

Blue chips streamed lower 
with Eletrobrds tumbling 4.6 
per cent to R$39.50 and 
Fetrobrfis giving up 2.7 per 
cent at R$234. 

Telebr&s, which remains 
on course lor a privatisation 
flotation in July, lost 1.7 per 
cent at R$12550. 

At midsession the Bovespa 
index was looking distinctly 


French equities hit a record 
high with the PARIS market 
grating at its best of the ses- 
sion, the CAC 40 index 67.08 
higher at 4,04752. 

LVMH racked up one of 
the day's top performances, 
ff^TYing FFiS7 or 45 per cent 
to FFr1,323 as investors 
latched on to a number of 
positive threads. 

Brokers said worries about 
Asia - where LVMH has a 
large (retainer base - woe 
subsiding and they pointed 
out that the luxury goods 
group was due to make its 
first presentation in the US 
tomorrow. Finally, a largish 
line of stock was said to 
have successfully passed 
through th* market 

France Telecom continued 
to push higher adding 
FFrlO.OO at FFr345 for a 
two-day gain of 8 per cent 
following a US press report 
suggesting that Sprint PCS, 
in which France Telecom 
has a 20 per cent stake, 
could shortly be floated. 

Brokers estimated that 
Sprint PCS could have a 
stock market value of $9bn, 
compared with the equiva- 
lent of 56$bn for France Tele- 
com. 

Positive news continued to 
flow from annual meetings. 
Hopes for a share buyback 
and strong profits sent Dan- 
one iq) FFr53 to FFr1,578 and 
Dexia gained FFr15 to 
FFr777 after an equally 
upbeat meeting statement 

Among smaller caps. Euro- 
tunnel had another strong 
day in the aftermath of a 
bullish report from a small 
stockholders association. 
The shares rose 50 centimes 
to FFr650 for a two-day 
advanc e of 11 per cent 

FRANKFURT pressed fur- 
ther ahead Into record terri- 
tory and the Xetra Dax 
index pushed up 73.51 
through the psychological 
5,500 barrier to close at 
551451. Analysts said high 
liquidity, hopes that Asian 
markets were settling and 
the early performance of 
Wall Street supported the 
market 

BMW was the star per- 
former among the motor 
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stocks, rising DM12&07 or 7.6 
per cent to DM1518 as the 
one for five scrip issue took 
effect One analyst said, there 
was no news to account far 
the rise. However, bonus 
Issues often bad the effect of 
drawing investors’ attention 
to a share that suddenly 
appears to look cheap. VW 
put on DM2750 to DM1,475. 

MannpanuiTiTi the diversi- 
fied industrial group, rose 
DM34 to DM1520 as it posted 
higher first-quarter gflfeg. 

Viag climbed DM3150 to 
DM998 in Anther response to 
Tuesday’s announcement 
that its Viag Intercom arm 
would break even in 200L 

Deutsche Bank was 

another gainer, up DM9-SS to 
DM15955 in electronic trad- 
ing. as the hanir told share- 
holders that April saw a con- 
tinuation of the first 
quart o’s g ood results. 

AMSTERDAM climbed to 
within nine points of a 
record hig h ending with the 
AEX up 1650 at 1,19450 
thanks partly to a strong 
speculative run for ABN 
Amro, which jumped 35 per 
cent 

The shares rose FI L80 to 
FI 5L6G on press reports that 
the banking giant was set to 
reveal a bid for Bear Stearns, 
the US securities house. 
ABN denied the story, 
describing the report as 
“nonsense”, but with 115m 
shares changing hands, it 
made for a fun session. 

The perceived improve- 
ment to the business outlook 
across Asia sent Helneken 
smartly ahead, lifting the 
shares FI 350 to FI 7550. 


ELM shot up to FI 82.00 an 
the harfc of strong earnings 
and share buyback news, bat 
finally settled at FI 79.70, off 
20. cents. 

Ahold, up 5.7 per cent an 
Tuesday following a $2.7bn 
US takeover bid, came off 40 
rents to FI 68.10 as i nvest o rs 
o pted t o take profits. 

ZURICH edged higher, but 
in ve ry thin trade dnrfrng the 
half-day seeslon as investors 
consolidated their positions’ 
ahead of today’s holiday. 
Hie SMI index closed 12.60 
higher at 7,49550. 

Speculative buying was 
Raid to be behind a SFr86 
rise in chemicals group Var- 
iant to SFHJH4 and a SFrl23 
surge in insurer Baloise to 
SFr3,495. 

Among pharmaceuticals, 
Novartis picked SFrl7 to 
SFi2,447, while Roche certifi- 
cates ran into profit-taking, 
falling SFT75 to SFrM.917. 


SAir Group, up SFrl2 at 
SFT2.046, was among the 
more actively traded issues 
on co mm ents by. Jeffrey 
raw , the group's c hief exec- 
utive, that he was confident 
that the first of the airline’s 
planned Asian alliance 
agreements would be signed 
within weds. 

Alnsiiisse fell SFrS to 
SFrl565 on speculation that 

BZ Ranlf chairman Martin. 

Elmer could force disposals 
or a partial merger after 
Increasing his stake last 
week. 

A deal between Lonza, 
Alustrisse's fina chemicals 
segment, and Ems-Chemie is 
seen as a possibility. Ems 
lost SFr$5 to SFr8,715. " 

MILAN foiled to bold on to 
its opening gains as political 
problems returned to spook 
the market The real-time 
Mibtel index finished 50 
weaker at 23,780. 

Analysts said some inves- 
tore were unnerved by news 

that Giovanni Maria FHrilc, 
the justice minister, had 
offered, his resignation, hav- 
ing been under fire in recent . 
days after a Mafia boss and 
one of Italy's most notorious 
criminals fled before they 
were due to be rearrested 
after appeal trials. * 

However, Romani Procfi, 
prime minister, refused to 
accept tiie minister’s resig- 
nation. 


Written and edited by 
Michael Morgan, Jeffrey 
Brown and Peter Hall. 


The share price .volatility. :of 

Thailand's . finan ce coEopa- . 

nies - a twoday 24 'per cent 
drop before a 18 per cent 
rebound yesterday - in the 
wake of the government 
takeover of seven troubled 
financial institutions has 
investors' looking elsewhere 
in the Thai stock market 

-The fear is that more, 
finance com panie s will be 
unable to raise capital by the 
time central bank-imposed - 
deadlines fall due. Chatu- 
mongkol Sonaksl, new cen- 
tral bank governor says 
there will be no more take- 
overs “in the next couple of 
months”, but Tanya Sirived- 
hin. his chief deputy, says 
only five to 10 of the remain- 
ing 28 finance companies 
will eventually be successful . 
in raising capital 

Those that survive face . 
severe nan-performing loan 
problems and stiff competi- 
tion in financial -services 
markets more and more 
dominated by big banks - . 
foreign and domestic. 

However, this is a side- 
show to the real Issues fac- 
ing the Thai market. These 
issues, now that the market 
has declined 13.7 per cent 
this month and 36. per amt 
sim-p its highs earlier this 
year, can be summed up in 
one word: baht. 

In spite of the baht having 
been, relatively stable at just 
under Bt40 to the US dollar 
for tiie past few -months, 
many economists believe it 
is due to slip closer to BtSO 
to the dollar . ' 

There are technical rea- 
sons for this predicted weak- 
ness: many hedge funds 
have been buyers of baht as 
they settle positions they 
took with tiie central bank 
during its baht defiance. 
Those positions, and the arti- 
fldal demand for baht they 
generate, are now almost 
exting uished. 

Foreign banks Have also 
been ■ bringing in dollars to * 
lend baht to the central 
bank’s financial institution 
rescue fond. When the liabil- 
ities of that fund are restroc- 


TUaXarid. ; 

L. Ji.— 

tncesnoKoa 



Ti.'- 


r 1 




T9W 


tured. some of those arbi- 
trage tends are expected to 
flow out of the country. 

Others say currency weak- 
ness may result from Thai- 
land's next a g ree ment with 
the International Monetary 
Fund, to be released next 
week, should the agreement 
relax the tight monetary pol- 
icy that is strangling the pri- 
vate sector. 

For a foreign equity inves- 
tor, the reasons matter little 
but the outcome is crucial 
“Even if the market has bot- 
tomed out there Is no reason 
to invest until the currency 
falls - and that’s what I 
think is going to happen. IT 
just wait,” said one US fund 
manager. 

' Even brokers with a posi- 
tive or overweight position 

on . Thailand, such as bdo- 
suez WI Carr, see the baht 
weakening. 

One way around this, 
quandary, suggests WI Cari, 
is to invest in exporters, who 
generally benefit when flu 
baht weakens. But Dresdner 
Klein wort Benson .mens 
that many exporters-' are 
small-cap stocks? with a - 
share trading volume to. 
nun-tou t capitalisation ratios 
of less than 1 per cent. 

This is a far ay from 
kind af stock market fiqt 
ity the bigger investment 
tends, once huge investoas 
in Thai finance companies, 
are happy with. 
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Ted Bardacke 


groggy, sliding 227 or 25 per 
ce nt at 10 . 116 . 

MEXICO CITY made early 
gains, boosted by upbeat eco- 
nomic data, notably 6.S per TT y .. ^ 

cent growth for first quarter Weaker raild ddltS ShaTCS 
output 


By mid-session, however, 
sellers were in complete 
co mman d and the IPC fririev 
was off 7358 or L6 per cent 
at 4551.07. 

Bank shares made modest 
upward progress after two 
days of heavy losses for the 
sector. Bancomer improved 
ll centavos to 4.62 pesos. 


SOUTH AFRICA 


A softening rand and an 
official upward nudge for 
interest rates pushed shares 
in Johannesburg lower and 
sent the ali-sbare index 
down 0.4 per cent to 8,0855. 

The central bank edged up 


its repo rate In the face of 
foreign exchange weakness 
for the rand an d shares fell 
across the board. 

Industrials lost 05 per cent 
to 9,839.3 and financials 


came off 05 to 1S514.& 
Golds dipped 05 per cent 
to 1,018.4. 


Tokyo rises as tensions ease 


ASIA PACIFIC 


With regional alarms 
continuing to subside, 
TOKYO closed above 15500 
for the first time since May 
1, writes Gillian Tett in 
Tokyo. 

The Nikkei 225 Average 
rose 10150 or 0.7 per cent to 
15,652.95, after moving 
between 15,578.87 and 
15.78851. The Topix index of 
all first section shares, 
gained 5.76 to 1.225.62. The 
Osaka exchange rose to 
26,460.09. up 119.88. 

Turnover on the TSE was 
an estimated 430m, up from 
Tuesday’s 330m, but broadly 
In line with recent volumes. 
THe day’s advance followed 
Tuesday's modest improve- 
ment. which was triggered 
after Indonesia's President 
Suharto said he would not 
stand for the presidency 
after parliamentary elections 
In the near fixture. 

However, it also reflected 
new investor interest in a 
wave of share buybacks that 
have recently been 
announced by companies, 
such as Toyota and Tomen. 

Nevertheless, traders 
warned that investors were 
now sifting through different 
sectors carefully, not least 
because companies were 
now releasing their results. 
Advancing issues outpaced 

decline!* 792 to 343. By sec- 


Bong Kong 
kxfcu (rabosaJ) 




tor, gainers woe led by fish- 
eries, sea transport, air 
transport iron and steel, and 
textiles. Losers were led by 
communications, railway 
and bus and retailers. 

The cautious optimism 
about Indonesia helped boost 
the price of banking and 
trading bouse shares. These 
had declined sharply in 
recent days. 

Among trading companies. 
Marubeni Climbed Y8 to 
Y298, and Itochu Y9 to Y3Z1. 
The rise occurred before the 
trading houses announced 
earnings results for the year. 

In banks, Sahara Bank 
rose Y7 to Y444, Bank or 
Tokyo-Mitsubishi Yll to 
YL53L end Sumitomo Rank 
Y30 to Y1.349. Tomen 
climbed Y16 to Y124 after 


announcing a Share buyback 
plan. 

The volume leader was 
Nippon Steel, up YlO to 
Y233. following Tuesday's 
news that Pohang Iron and 
Steel of South Korea was 
talking with the Japanese 
steelmaker for an equity 
tie-up plan. 

Obayashi was the highest 
percentage loser, foiling Y46 
or 8.1 per cent to Y519 after 
Tuesday’s warning of a 
smaller parent current profit 
for the 1996 fiscal year. 

HONG KONG reversed 
early losses to dose hi ghe r 
as tensions in Indonesia 
eased. Investors covered 
short positions and lower 
interbank rates offered addi- 
tional support. The Hang 
Seng Index picked up from a 
low flf 958450 to close KXL07 
higher an the day at 9549.18. 

Property counters under- 
performed. after recent price 
cuts by developers, many of 
which were said to be trad- 
ing at almost 40 par cent dis- 
count to their net asset 
value. But Sun Hung Ka i 
Properties, which said on 
Tuesday that it had slashed 
prices on its remaining nnfta 
at tme development pitied 
up 20 cents to HK310.65. 
Cheung Kong was Oat at 
HKS43. 

Turnover picked up to a 
healthy HKS7.9bn against 
Tuesday’s HK$6.6bn. 


JAKARTA ended 10.18 
higher at 424.00 on the com- 
posite index for a two-day 
rally of &9 per cent as politi- 
cal tensions eased. How e ver, 
volume was nominal, with 
the central hank suspending 
clearing operations. Road- 
blocks were said to have led 
to poor attendance. Turn- 
over was RplCfbn. 

KUALA LUMPUR contin- 
ued to rally as the better 
tone across Asia sparked 
modest buying. Volume was 
weak at 147m shares but 
gainers swamped lasers by 
almost four to one. The com- 
posite Index closed 14.77 
higher at 56909. . 

SEOUL gained 6.64 to 
369.17 on the composite 
Index in improving volume, 
with 79.1m shares changing 
hands, against 63.9m on 
Tuesday. Hyundai Motor 
rose Won200 to Wonl7,400 
after announcing plans for 
substantial Iay-offo. 

KARAfiRT r emained under 

pressure as rumours of a 
border clash with India 
added to Investors' concerns. 
The K5E-100 Index lost 5646 
or 45 per cent to 1549-60, up 
from a low of L21256. Fears 
that Pakistan would conduct 
a nuclear test, triggering 
sanctions by world powers, 
and the government's row 
with private power produo 
era ova- tariffs remained pre- 
occupations. 


FIRST QUARTER 1998 FINANCIAL RESULTS 

(Reviewed by Ernst 6 Young, Dohrain) 
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CONSOLIDATED BAIANGE SHEET 

(At 31 March 1998) 

ASSETS 

Liquid funds 


.ml- 


(USJmffion) 


; fcj- 


Marketable securities 

Placements with banks and other financial Institutions 
Loans and advances 


Interest receivable 
Investments in assoefatm 
Other Investments 
Other assets . 

Premises and equipment 


31 Mar 98 

31 Mar 97 

309 

304 

3,531 

2.766 

7.712 

6,167 

12,689 

11.047 

264 

556 

62 

86 

107 

99 

372 

295 

458 

. 447 . 

.. 25.504 

21,767 




UAMUIBS 

Deposte from customers 

Deposits from banks and other flnandat Institutions 
Certificates of deposit 
interest payable 
Other Babffifies ‘ 

Minority Interests 


10,422 

10.691 

366 

165 

372 

399 


10,030 

7,330 

243 

459 

315 

311 


22*415 


15.666 


TERM MOTES, BONDS AMD OTHER TERM RNAMCBM 


1,342 


1.396 


SHAREHOLDERS’ PONDS 

Shore capkal 
Treasury stock 

Reserves & retained earnings 
Current period's profit 


1.000 

C74) 

766 

35 


1.000 

(75) 

724 

32 


1,747 


1,661 


25,504 


21,767 


CONSOUDXIED MCOME STATEMENT 

(3 month period to 31 March 1996) 

INCOME FROM OPERATIONS 

Net Interest income 
Other operating income 


(USS mBDon) 

Jan -Mar 98 Jon -Mar 97 


102 

113 


123 

59 


TOTAL MCOME 

Operating expenses 


215 

(104) 


182 

(Id) 


OPBAUNG FRONT BEFORE LOAN LOSS PROVISIONS 

Loan k»s provisions . 


ill 

(53) 


61 

( 29 ) 


FRONT BEFORE TAXATION AMD MWORTTY DCTERESrS 

Taxation on 1 
Minority Interests In i 


56 

(ID. 

( 12 ) 


52 

( 11 ) 

<9) 


NET FRONT FOR THE PERIOD 


35 


62 
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REPORTING 


EAST MIDLANDS 


CITY CENTRES 


Industries pounded by Edinburgh, Glasgow, London, 
strong sterling Newcastle, Norwich 
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CALL CENTRES 

Keeping staff is a 
big problem 

PageS 


SOUTH-EAST ENGLAND 

The region finds 
its voice 

Page 8 



Alan Pike reports on some of the issues 
European environment ministers will 
have on their review agenda 
when they meet in Glasgow next month 

Cities, towns strive 
to preserve centres 


Town and city centres are 
striving to defeat challenges 
to their future viability from 
out-of-town retail parks, 
multiple urban problems and 
a public fashion for mock 
rural styles of living. 

The difficulties they la eg 
should not be underesti- 
mated. But neither should 
the hesitant yet strengthen- 
ing confidence in urban 
areas that predictions of 
town centres collapsing into 
irreversible decline and 
eventual redundancy will 
prove less far-sighted than 
far-fetched. 

EU environment ministers 
will next month discuss 
issues facing town centres as 
part of a wider review of 
regeneration, regional and 
planning policies. They will 
meet in Glasgow - a city 
that has, thru ugh the promo- 
tion of the lx the introduc- 
tion of street wardens and a 
range of physical improve- 
ments shown how city cen- 
tre developments can be 
used as an important tool of 
regeneration policy. 

A UK government drive to 
increase the proportion of 
new homes built on brown- 
field sites has this year 


EAST MIDLANDS 


given fresh urgency to the 
search for ways of success- 
fully maintaining and 
improving town centres. But 
several other factors are 
focusing growing attention 
on the issue. 

The proportion of single- 
person households in the 
population is increasing and 
enlarging the pool of poten- 
tial urban dwellers at a Uma 
when disused town centre 
office and Industrial space, 
schools, churches ami other 
central locations are making 
interesting and unusual 
properties available for con- 
version to residential use. 

Next year's establishment 
of English regional develop- 
ment agencies coincides 
with growing interest In evi- 
dence that suggests the eco- 
nomic success of entire 
regions in the next century 
will be tied up with the per- 
formance and image of their 
leading cities. And the chal- 
lenge from purpose-built, 
out-of-town retail parks is 
forcing conventional town 
and city centres to thor- 
oughly reappraise their pur- 
pose. usually for the first 
time. 

“Town centres that have . 


evolved around a mixture of 
activities over long periods 
cannot expect to be able to 
compete head-on with out-of- 
town shopping centres that 
are designed for a single pur- 
pose.” says Alan TaUentire, 
chief executive of the Associ- 
ation of Town Centre Man- 
agement. 

“The secret of continuing 
success for a traditional 
town centre Is to identify its 
own. individual strengths 
and distinctive features, and 
promote these as part of an 
overall programme to benefit 
the town as a whole.'’ 

The UK now has around 
240 managed towns, most 
with full-time managers. In a 
new good practice guide the 
association emphasises the 
range of factors that must be 
addressed by local authori- 
ties, retailers and town cen- 
tre managers as they seek to 
make the best of their towns; 
street cleaning and repairs, 
marketing, the staging of 
festivals and other events, 
lighting and paving, crime, 
shopfront dacfgri, car park- 
ing and pedestrianisation 
are only a selection of the 
topics covered. 

Specific examples in the 







guide range from the sophis- 
ticated - in Romford, a 
CCTV and radio system link- 
ing retailers with police 
patrols reduced reported pre- 
Christmas pick-pocketing 
offences by 76 per cent last 
year - to the novel, such as 
Solihull’s street cleansing 
team working with a small 
company to develop a pres- 
surised Steam machina to 
remove chewing gum. 

Many town centres are 
now managed as public-pri- 
vate partnerships. But it is 


Strong desire for an identity 


The region's business has a determination 
to climb the pecking order in Europe as 
well as the UK, writes Richard Wolffe 





When the government 
launched Its plans for 
regional development agen- 
cies (RDAs) last year, few 
observers could have 
guessed that the East Mid- 
lands would seize the idea 
with enthusiasm. Torn by 
deep-rooted rivalry between 
its leading counties and 
cities, some political leaders 
privately described the East 
Midlands as “the bits that 
were left behind" when 
other regions were carved 
up. 

However, a broad consen- 
sus of business groups, local 
authorities and other bodies 
signed up to one of the 
strongest proposals for an 
RDA In the country. The 
region may lack identity, but 
it does not lack the desire to 
create one for itself. 

The paradox of the region 
was recognised two years 
ago by Nottingham city 
council. It calculated the 
East Midlands was missing 
out on millions of pounds of 
government grants and 
European f unding because of 
a lack of Identity and, ulti- 
mately. lobbying power. 
However, the identity prob- 
lem was not necessarily a 
bad thing, the council con- 
cluded. “Ironically, it is the 
lack of a clear identity for 
the region which provides its 
strengths," the council wrote 
in a report on the funding 
gaps. 

“It is a region of diversity 
and contrasts, and Includes 
coastal resorts, heavily 
urbanised and industrial 
centres, and areas of out- 
standing natural beauty 
such as the Peak National 
Park and Sherwood Forest" 
For instance, while its indus- 
trial base - in particular 
mining - has collapsed, 
manufacturing still repre- 
sents almost 30 per cent of 
the region's output and . 
around 23 per cent of 
employment. 

With such a varied econ- 
omy, the task of the RDA is 
a tali <me - and made no less 
daunting by the region’s 
vaulting ambition. Paul 
Hodgklnson. chairman of 
both the regional Confedera- 
tion of British Industry and 
the East Midlands Economic 
Development Forum, says; 


“The main issue currently 
facing the region is that we 
are S2nd out of 72 regions in 
terms of the pecking order in 
Europe in terms of GDP per 
bead, and fourth out of 10 in 
the UK. 

“Our task for the RDA is 
to bring us up the list by at 
least four places in Europe 
and to third place in the UK. 
We win probably have only 
around £4m to leverage up 
£40bn of economic activity to 
bring the region up the 
pecking order. That means 
networking current money 
to make it work smarter and 
better, and chasing only a 
few things to do well, rather 
than a very long list." 

Take inward investment, 
where the region has lagged 
its West Midlands rival for 
several years and was late in 
setting up a regional agency 
to promote itself to inves- 
tors. “We have to make sure 
that when a customer looks 
at the area they are offered a 
friendly response," he said. 
“A lot of the time It is very 
difficult to do that when you 
have four or five squabbling 
local authorities which 
really do need to have a co- 
ordinated approach in 
place." 

That view is echoed by 
John Finch, chief executive 
of the East Midlands Devel- 
opment Company, which 
aims to attract inward inves- 
tors. “We have seven train- 
ing and enterprise councils 
(Tecs) in this region, but 
they are only beginning to 
work more closely together 
in certain thing s like devel- 
oping a regional approach to 
the skills inward investors 
need." he says. 

“We would be able to do 
that much better in an RDA. 
whereas today, if we have a 
problem, we have to drag it 
around seven Tecs, it would 
be much better if there was 
one place to go to." 

Part of that integration is 
likely to come from the 
regional chamber, which 
several other regions 
rejected as business leaders . 
refused to accept oversight 
from political and trade 
onion representatives. For 
Robert Jones, leader of 
Derby city council, the 
chamber is a unifying force. 
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“We are really building 
regional institutions in the 
Bast Midlands from a com- 
paratively low base, com- 
pared to some of the more 
historically, clearly identi- 
fied regions," he says. 

“Therefore we do need, in 
my opinion, a local, indirect- 
ly-elected body which will 
cultivate that sense of 
regional identity. We want 
an inclusive feel about it, 
particularly as the local 
authorities do not have an 
incredible history of working 
with the private sector In 
the region. Without a diam- 
ber there is a danger that 
the RDA members would 
become a little detached 
from the region.” 

Other political leaders are 
less certain about the RDA’s 
ability to galvanise the 
region. Graham Chapman, 
leader of Nottingham city 
council, says; “It is two 
cheers for the RDAs. The 
weakness is that it is very 
unclear what democratic 
accountability there is, and 
also that it has not taken an 
enough responsibilities - 
such as employment foanwe. 

“On the other hand, it will 
give the East Midlands an 
identity where before we suf- 
fered from a lack of identity. 
and a lack of National Lot- 
tery success and grants in 
general. It will also give us a 
voice in Europe, which is 
absolutely essenttaL" 

In the meantime, the RDA 
will have to address some 
crucial economic issues in 
the region. According to 
recent surveys, .business 
optimism has slumped to its 
lowest level since October 


1992, as exporters in particu- 
lar have reported lower reve- 
nues and static orders. 

At the same time, domes- 
tic demand has proved 
strong, causing a different 
set of problems, particularly 
among service companies - 
a shortage of skilled workers 
and production capacity. 
According to Business Strat- 
egies, the economic consul- 
tancy, capacity tightened 
considerably at the start of 
this year. Only one-third of 
companies reported excess 
capacity in the region, while 
more than half reported 
excess capacity last autumn. 

Furthermore, according to 
government statistics, the 
region has very high levels 
of low-wage earners. Across 
the UK, the percentage of 
women earning less than 
£170 a week is 1B.6 per cent 
In the East Midlands, it is 
2S.1 per cent. It is perhaps 
unsurprising that almost 
three-quarters of the region’s 
businessmen reject the pol- 
icy of a minimum wage, par 
tfamlariy In industries such 
as textiles, which have suf- 
fered from intense competi- 
tion by low-cost foreign 
imports. 

From the depressed former 
coalfields of north Notting- 
hamshire to the wealthy 
financial services call cen- 
tres of Northampton, the 
challenges facing the East 
Midlands are enormously 
varied. They “ay yet prove 
too diverge for a single RDA 
to manage effectively. But at 
least for the ftret time as a 
region the East Midlands 
can finally attempt to reach 
its own ambitious goals. 


sometimes easier to reach 
agreement on good ideas for 
improvements than to decide 
how to pay far them. In the 
US, all property owners 
within Business Improve- 
ment Districts (Bids) are 
legally obliged to pay levies 
to finance environmental 
and similar schemes if a 
majority votes in favour. 

A UK government green 
paper (discussion document) 
on local authority finance 
this spring opened the possi- 
bility of the introduction of 


Bids being considered in the 
UK once a forthcoming 
reform of the business rate 
system has been completed 
- an experiment at running 
a Bid on contributions from 
volunteer participants has 
Just been launched in Fitzro- 
via, part of London’s West 
End. 

Mr Tall entire's association 
is at present researching the 
likely effectiveness of vari- 
ous ways of bringing the UK 
public and private sectors 
more closely together to sup- 


port town centres. While he 
believes there Is no doubt 
that Bids have proved highly 
successful in the US, Mr Tal- 
lentire questions whether 
they could be replicated in 
their exact form in tile UK. 
“Town centres need the pri- 
vate sector to give its exper- 
tise. not just its money" he 
says. “If companies regarded 
Bids as merely another form 
of taxation they would not 
dedicate time and effort to 
the task of making the best 
of our town centres. We 


have to show the private sec- 
tor that there are business 
benefits for them in becom- 
ing involved." 

To succeed, the sought-af- 
ter renaissance of town cen- 
tres requires balancing 
many sometimes conflicting 
priorities - between, for 
example, public and private 
sectors, pedestrians and 
motorists - and policies 
aimed at achieving both an 
increase In town centre res 

Continued on Page 6 
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Put your company 
on the man. 


Hundreds of companies from around the globe have benefited by expanding into Scotland. 
To find out more about the advantages Scotland can offer your company as a business 
location, simply contact Francis Rottenburg at Locate in Scotland. 
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TEXTILES AND FOOTWEAR 


Cheap imports are 
now the fashion 


High consumer spending has failed to 
protect traditional industries from harsh 
trading conditions, says Richard Wolffe 


There was a time when 
rising confidence among 
retailers and strong high 
street spending meant 
nothing but good news for 
the textile and footwear 
producers of the East 
Midlands. But in spite of the 
high level of consumer 
spending over the last year, 
fashion-related industries in 
the region have, in fact 
s offered some of the 
harshest trading conditions 
in living memory. 

Surveys of business 
confidence in the East 
Midlands paint a bleak 
picture. While the mood 
among retailers and service 
companies has remained 
buoyant over the past 12 
months, confidence among 
textile companies has 
slumped along with profits. 

In spite or good consumer 
confidence, the traditional 
fashion industries of the 
region have come under 
increasing pressure from 
cheap imports and intense 


competition from low-wage 
manufacturers in developing 
countries. 

In textiles, both fabric 
manufacturers and sewing 
operations have suffered in 
recent years at the hands of 
competition from Asian com- 
petitors and new rivals in 
north Africa. Marten Fraser, 
partner in charge of accoun- 
tants Price Waterhouse in 
the East Midlands, said for- 
eign competition has become 
especially intense as sterling 
rose last year and Aslan cur- 
rencies devalued sharply. 

“For a lot of areas there 
has been a steady movement 
of manufacturing abroad, 
and I think that Is continu- 
ing.'* he says. "There used to 
be a perception that in order 
to be able to offer the best 
service to the retailers you 
traditionally needed to have 
factories in the UK. If your 
order went particularly well, 
there had to be a way to 
respond to the retailer’s 
extra orders - especially if 


the cloth came from eastern 
Asia. 

"Now the trend in compe- 
tition is not so much from 
there but from Morocco and 
Tunisia, where orders can 
get back Into the UK 
quickly.” 

Lace manufacturing - a 
particular strength in the 
Nottingham area, which is 
famous far Its historic Lace 
Market - has suffered a fur- 
ther blow over the last two 
years. Traditional lace has 
fallen out of fashion, leading 
to the closure of several 
manufacturing operations in 
tha region. 

Some companies have 
managed to avoid the worst 
by investing in new knitting 
machines to produce com- 
plex, textured fabrics which 
barely resemble traditional 
lace. Others, such as Not- 
tinghamshire-hased Filigree, 
have survived by importing 
curtains for the home fur- 
nishings market 

Stephen Walkley, market- 
ing director, says: “What has 
happened in furnishings is 
that there has been a trend 
to woven voile curtains, 
which is a sheer lightweight 



The textiles incfcisfry is under pressure from taw-wage manufacturers hi developing couitrias 


woven fabric, which is more 
expensive. We import the 
fabric from Korea and sell it 
in competition with our lace. 

“In garments, trade is 
especially difficult in the 
UK. One of the problems is 
that the industry has relied 
on exports for a very signifi- 
cant chunk of its business. 
and that lms died because of 
the strong pound. There are 
also a lot of importers, par- 
ticularly from Turkey at the 
moment, who can set them- 


selves up vay easily. A lot 
of people in textiles are sur- 
viving rather than prosper- 
ing." 

The Lace Federation, the 
industry association, is now 
planning to counter the rise 
of foreign rivals by authori- 
sing a special logo to brand 
Nottingham lace, in much 
the way as Sheffield 
has branded its steel 

Lincoln Austin, of the fed- 
eration, says: "We are hop- 
ing that if the logo becomes 


adopted by the high street it 
could make a big difference 
to people’s perceptions. Not- 
tingham lace is renowned 
throughout the whole 
world." 

In the footwear business, 
margins have been particu- 
larly squeezed by declining 
sales in recent weeks - at a 
time when the Confederation 
of British Industry reports 
that almost every other 
retail sector has increased 


— 
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Nlall Campbell, chief exec- 
utive of the British Footwear 
Association, says: "It is a 
labour-intensive industry 
and relatively low-tech, so 
you find that imports repre- 
sent more than 80 per cent of 
shoes in the UK, and China 
is the world's major foot- 
wear producer.. The British 
consumer does not expect 
shoes to.be expensive." 

The best success stories of 
the East Midlands are not in 
the mass market but in 


street fashion and high qual- 
ity men** footwear - North- 
amptonshire-based compa- 
nies such as R. Griggs, which 

makes Doc Marten shoes, 
and Church & Co. which pro- 
duces high-quality shoes for 
men. 

Others, such as the small 
Northamptonshire company 
WJ Brookes, have had to 
diversify quickly into some 
niche sectors to survive. 
From winkle-pickers to 
fetish stiletto footwear, and 
from ladies' sandals to steel- 
capped shoes, the femfiy-nm 
concern has been forced into 
being flexible. 

Steven Pateman. manag- 
ing director, says: "We make 
anything. Times are very 
hard at the moment, and to 
keep going we have to try 
and find niche, areas where 
we can find the custom&s." 

The result has been a 
rollercoaster ride over the 
last two years. "In 1996 we 
put in our biggest profit in 
.109 years, while in 1997 we 
putin our biggest ever loss,” 
he says. "The man on (he 
street in England does not 
care where he buys his shoes 
from. Luckily, in places like 
Germany, they want to buy 
British footwear far more 
t han other shoes. But the 
high pound has been killing 
us - it has been the death- 
knell of British footwear. 

"Our factory has always 
been a traditional men's 
footwear factory, but this 
year I have had to start mak- 
ing ladies' and men's high 
heels, which is totally 
unheard of. It is make-or- 
break time.” 


TRANSPORT 


Still waiting for some green lights 


Congested roads and poor east-west rail 
links are long-standing problems, 
writes Juliette Jowit 


One thing drivers in the 
Midlands quickly team is to 
avoid the M6, where stories 
of motorists at a standstill 
for 20 minutes at a time are 
not uncommon. 

The infamous route is one 
of many problem roads in 
the east of the region, which 
has more than 20 proposals 
pending on the government's 
Highways Programme. 

Also awaiting attention 
are a raft of plans to reduce 
urban congestion, to 
improve rural public trans- 
port links, to upgrade east- 
west railways, and reduce 
traffic pollution. 

Such a multiplicity of 
sometimes conflicting 
demands is a perpetual head- 
ache for regional planning 
authorities, businesses, resi- 
dents and environmental 
groups. 

The two main problems 
with the region’s transport 
network are poor rural links 
for a large proportion of the 
population, and chronic con- 
gestion in a heavily-industri- 
alised area where road trans- 
port is vital to commercial 
survival. 

A regular business survey 
on the East Midlands by 
Price Waterhouse reveals 
roads are a great concern. 


especially in Lincolnshire, 
where plans to upgrade the 
r paln A1 north-south trunk 
road and the A46 link 
between the Ml and the Al 
appear to be a long way off. 

There have been improve- 
ments. including the Ml-Al 
link in Northamptonshire 
expected to boost distribu- 
tion in the area, and the 
M1-M6 Derby southern 
bypass, which should open 
the north-west and north 
Wales to local companies. 

But many schemes remain 
political and economic hot 
potatoes - both in the East 
and West Midlands, where 
projects such as the contro- 
versial Birmingham north- 
ern relief road, linking the 
M6 and M42 motorways, 
would have important 
knock-on effects in relieving 
local congestion. 

Similarly, there are a vari- 
ety of urban schemes to 
relieve traffic pressure - 
some of them trying to push 
traffic off the road, some 
encouraging motorists to opt 
for public transport. 

Using the carrot and stick 
approach, Leicester is trial- 
ing "virtual tons" to find out 
how much motorists have to 
be penalised financially 
before they leave their cars 


at home - while, like Derby, 
it is also reviewing ways to 
make public transport easier 
and mare attractive to use. 

Nottingham is pressing for 
funds to build a guided tram- 
way metro system, s imilar to 
those in Manchester and 
Sheffield, and all three East 
Midlands cities are looking 
at ways of cutting back and 
taxing office car parking, to 
discourage people who only 
use their car to get to and 
from work and Home, 

That businesses at least 
have recognised the need for 
such drastic action is illus- 
trated by the growing num- 
ber of employer-led schemes 
to tackle ever-increasing car 
use, says Tony Aitcheson, of 
the Local Government Asso- 
ciation. 

Several companies actively 
encourage car-share projects 
and some, including Boots, 
which has its headquarters 
in Nottingham, run workers 
bases to ferry staff to and 
from the office. 

“Responsible employers in 
the next 10 to 15 years are 
Increasingly going to be try- 
ing to get their workforce to 
use public transport as much 
as possible,” says Mr Aitche- 
son. 

"The problem is, if people 
don’t teefcte these things, the 
cities will just snarl up and 
that’s totally counter-produc- 
tive for businesses and gen- 
erally destructive.” 

At a wider, more strategic 


level local planning authori- 
ties are also being encour- 
aged to site developments 
closer to existing shops and 
services, to reduce the 
long-term need to travel at 
all 

Before there is a large- 
scale migration back to pub- 
lic transport, though, the 
region's leaders recognise 
more needs to be done to 
improve bus and train ser- 
vices. In both urban and 
rural areas, many local pro- 
jects are being set up to 
introduce bus-only and prior- 
ity lanes, upgrade waiting 
facilities, and put in elec- 
tronic information boards so 
passengers know how ser- 
vices are running. 

On the railways, less is 
being done, which is a big 
problem an east-west routes, 
says Marten Fraser, partner 
in charge of Price Water- 
house in the East Midlands. 

Northrsouth rail links on 
the electrified east coast 
mainline are among the best 
in the country, providing 
fast and regular services to 
London, and soon, on Euro- 
star to Europe. Rural ser- 
vices have also been 
improved by the recent 
opening of the Robin Hood 

T.ing , Unking the 

of sooth Derbyshire and Not- 
tinghamshire with Notting- 
ham. 

Daventry Rail Freight Ter- 
minal is also expected to 
Improve facilities for compa- 


nies wanting to take lorries 
off the roads. 

But community groups are 
still pressing for better rural 
services in Lincolnshire - an 
the proposed Ivanhoe Line - 
and for upgrading of the 
cross-country tracks to 
improve journey times. 

“The region's business 
community has lobbied long 
and hard for electrification 
on this route,” says Mr 
Fraser "but that does not 
appear to be a priority for 
the government or Railtrack, 
and so the main cities of the 
region will remain a rail 
backwater." 

Least problematic of all 
are air links - with East 
Midlands airport near Derby, 
Humberside airport and easy 
access to Birmingham, Shef- 
field and even Manchester, 
services are generally agreed 
to be good directly to the UK 
and Europe, and via Amster- 
dam and London to the rest 
of the world. 

Even here though there is 
a whiff of controversy at 
East Midlands, where opera- 
tore want to extend the run- 
way to allow larger aircraft 
to run at full capacity, open- 
ing op long-haul routes. 

The danger to the project 
is posed by environmental 
and noise-pollution com- 
plaints — and thB argument 
that proximity to Birming- 
ham’s long-haul facilities 
reduces the need for the 
ext ension . 


FINANCIAL SERVICES 


Valuable source of jobs is emerging 


The region’s universities have proved a 
good selling point in attracting companies, 
writes Christoper Brown-Humes 


Asked to conjure up their 
idea of the economic mam- 
stays or the East Midlands, 
most people would probably 
plump for grimy coalfields 
rather than gleaming call 
centres. 

But those responsible for 
attracting investment into 
the region say the perception 
lags reality and that finan- 
cial services are starting to 
become big business and a 
valued source of employ- 
ment 

Two big investment deci- 
sions recently support their 
contention. Capital One, a 
big US credit card group, 
announced in December that 
it was setting up a European 
operations centre in Notting- 
ham. The investment is 
worth £30m and will employ 
900 people when it is fully 
operational next year. 

A second boost came in 
February when the Pru said 
it was setting np a call cen- 
tre in Derby to facilitate the 
expansion or Its direct bank- 
ing operations. 

This could create 1,600 
jobs over five years and will 
allow the Pm to step up its 
challenge to the supermar- 
kets and other life insurance 
companies in retail financial 
services. 


Nor. according to the East 
Midlands Development Com- 
pany, is this necessarily the 
end of the story. "Two banks 
are looking at the region as 
a possible location,” says ten 
Walker, a spokesman for the 
EMDC. "One would be for a 
call centre and the other 
would be for a back-office 
operation.” 

The hope is that such 
operations will build on the 
platform created by other 
financial services groups in 
the region. Barclaycard. 
Nationwide, Alliance & 
Leicester. GEC Plessey Tele- 
communications and Exper- 

ian Systems all employ at 
least 1.000 people. 

Capital One is believed to 
have considered Cork and 
Cardiff before selecting Not- 
tingham. Nigel Morris, the 
company’s president and 
nhief ope rating officer, says 
the choice of Nottingham 
reflected the city’s “highly 
qualified and motivated 
workforce, an ideal Hngmpwg 
environment and excellent 
transport links". 

The company carried out 
dummy recruitment cam- 
paigns and psychometric 
testing on potential appli- 
cants before making a flrq] 
decision. 


The investment was a sub- 
stantial coup far the region, 
not least because it was one 
of its biggest inward invest- 
ment successes since Toyota 
set up a car plant at Burnas- 
ton, near Derby, at the start 
of the decade. 

EDMC, English Partner- 
ships - which is investing 
£2. 9m - Nottingham city 
council and the govern- 
ment’s department of trade 
and industry were all 
involved. 

John Finch, chief execu- 
tive af the EMDC, said the 
US group's decision 
"strengthens our region’s 
competence in JT anti finan- 
cial services. We are con- 
vinced it win stimulate fur- 
ther Investment". 

The Pro's announcement a 
matter of weeks later shows 
how right he was. The big 
financial services group wQl 
invest about £25m in con- 
structing and refitting two 
buildings on the Pride Park 
development site in Derby to 
create its call centre. 

Derby beat off rhallpngpg 
from Cardiff and Sheffield, 
with Mike Harris, chief exec- 
utive of Prudential Bank, 
praising the town’s “good 
communication infrastruc- 
ture, good economics and 
high calibre workforce". 

Derby was particularly 
pleased with the investment 
because it has traditionally 
been seen as an engineering 
base, not a financial services 


location. 

The EMDC says one of the 
region’s selling paints is that 
it has a well-educated popu- 
lation to draw on, with 
seven universities in the 
region. 

This will have been an 
important consideration for 
Capital One, for example, as 
it has placed great stare on 
attracting bright young 
graduates in its rapid expan- 
sion in the US. 

There are other big finan- 
cial services employers in 
the East Midlands. Alliance 
A Leicester, for example, 
true to its roots, has its main 
customer services centre at 
Nar borough, just outside 
Leicester. 

This employs 2^00 staff in 
a centre which only opened 
for business last year. More 
controversially, the former 
building society dosed six of 
its branches In Leicester last 
year, although it still has 13 
brandies in the dty, more 
than enough to meet custom- 
ers’ needs. 

In addition, Barclaycard 
has its European headquar- 
ters in Northampton, 
employing 2£00, and Nation- 
wide employs .2,000 in the 
same town. 

Among smaller groups, 
Lloyds Development Capital 
the ve nture capital arm of 
Lloyds TSB, is planning to 
open an office in the East 
Midlands this summer. It 
says it has been attracted by 


"the high quality of the busi- 
nesses and the number of 
transactions consistently 
recorded in the region". 

The EMDC hopes its 
recent financial services suc- 
cesses will produce the pro- 
verbial snowball effect But 
the region will almost cer- 
tainly face a battle, given 
the intense competition from 
other regions for invest- 
ments and particularly for 
people-intensive call centres. 

Recent research by Mitial, 
an economic development 
consultancy, suggested that 
operators would prefer to 
site their call centres in 
Scotland and north-east 
England. Both the Midlands 
and Wales ranked less 
favourably. 

The survey suggested that 
the East Midlands accounted 
for just 4 per cent of all 
Britain's call centre jobs, 
although this was before the 
Capital One and Pru invest- 
ments were announced 

Having said that, there is 
a view that a region can 
reach a point where it runs 
out of suitably qualified per- 
sonnel to staff another big 
call centre. The EMDC 
believes it is a long way 
from this point 

"We- haven’t got a huge 
number of call centres 
spread across the region and 
that makes it increasingly 
attractive to . new 
operations," it says. 

• Can centres, Page 6 



nejdbffty has been a key to the success in the enghieering Industry 


ENGINEERING 


Manufacturing pounded 
by sterling’s strength 


Many survivors of the last recession have 
little scope for finding even greater 
efficiencies, writes Jufiette Jowft 


After 100 years of 
metal-bashing in the '.Mid- 
lands, Jones & Shipman is 
considering the ;hnce 
unthinkab le — mo ving - its 
toolmaking manufact urin g 
to the US. 

The move, as yet no more 
than an option, has been 
forced on the Leicester com- 
pany by the strong pound, 
which has reduced exports 
from two-thirds to ane^bird 
af sales. 

Jones & Shipman haa sur- 
vived so far by investing 
£lm a year in new products 
and markets, continuous 
efficiency gains, and con- 
stantly debating moves such- 
as a shift to a newly-ac- 
qinred subsidiary in the US, 
which would hdp to avoid 
disadvantageous exchange 
rates. • .- 

"It would, be unfair, to say 
it was more than a consider- . 
ation, bnt if the ponnd 
remains where It is and we 
are not seeing any reduction 
for 12 months or SO, it matron 
manufacturing in the US for 
international markets more 
attractive than it was," says 
John Warefaig. chief execu- 
tive. 

Flexibility has been the 
key to the success of the 
region’s engineering indus- 
try, claims Nigel Chubb,- 
chief executive of the East 
Midlands Engineering 
Employers' ■ Federation. 

A wide range of engineer- 
ing activities has given the 
region strength in times of - 
trouble. "The East Midlands 
has not been identified with . 
one particular sector * such ' 
as aerospace, auto compo- 
nents, machine tooting or. 
powc generation,” he adds. £ : 

Tt means if one sector has 
been down the othef sectors, 
have been able to keep its' 
head up."' 

Engineering in the region- 
accounts for about 30 per .', 
cent of GDP and employs an 
estimated 180,000- people, . 

ptrriiTiling smalter engineer- 
ing units wi thin other indus- 
tries. . 

Blit', despite Its. impor- 
tance, there are some - 


. long-term problems which 
-suggest structural faults in 
the industry. 

A recent report by the 
regional government office 
noted productivity was only 
88 per cent of the national 
- average, as were investment, 
. research and development, 
high-tech operations, staff 
training, and management 
s kills. 

- ' These are the issues which 
worry the region's industrial 
leaders as they face up to 
the problems brought about 
by currency and other eco- 
nomic problems in Asia. 

A survey by the Engineer- 
ing Employers’ Federation 
shows companies in the 
region reporting a steep faD 
to new export orders and 
re cru i tm ent has slowed dra- 
matically. 

'■ .Many survivors of the last 
recess i on are already “lean 
and fit”, with little room left 
for efficiency savings and 
often running at a loss to 
stay in hard-won markets. 

If sterling maintains its 
strength much longer they 
face being squeezed out 
eventually, with disastrous 
consequences in the long 
term, warns Mr Chubb- 
. "If a company starts shed- 
ding labour ar moving out- 
side a particular area -of 
operation, they know what 

the long-term consequences 
will be, and while it’s so 
compe titiv e you’ll never get 
.back into the market,” he 
says. 

The troubles in Asia are 
less worrying - “on the sc alp 
of concern, if 10 is very con- 
cerned, Td put the ponnd on 
eight and Asia on three or 
four" - but are hurting some 


-in 18 months Jones & 
Shipman has seen annual 
carders of £2m from South 
'Korea disappear. 

- Smaller and medium-sized 
companies are more vulnera- 
ble to the strong pound than 
.larger businesses which can 
trade in dollars. or switch 
manufacturing to overseas 
operations, although larger 
operators are also affected. 


The Derby-based operation 
of Adtranz, the global rail 
system business, has suf- 
fered little financial loss 
because most of its custom- 
ers are British-based. But 
tentative moves into over- 
seas markets are being 
repressed and the company 
recently lost an order from 
Singapore worth about 
ELOOm to Anglo-French GEC 
Alsthom. 

“We know the prices and 
the exchange rate lost us 
that contract,” says Brian 
Smeeton. sales manager. .. 

The employers’ federation 
report is, however, confident 
that the East Midlands f y^n 
many advantages - a "good- 
climate for business’', good 
education and training; 1 
attractive social conditions 
and a high quality infra- - 
structure of transport, com-., 
m unications »wd land. 

Being centrally positioned 
in Britain is a huge advan- 
tage. The region is well 
served by the north-south 
motorway network 
although the east-we^t.V 
routes are not so impressiva. 

- arid office rental values 
are among the lowest to' 
England. . 7. . 

Mr Chubb is similarly con- . 
fident about the future, pro: 
dieting farther efforts to... 
improve efficiency and ‘ 
growth in several British^ 
markets such as in. trans- 
port 

Adtranz and other compa-j 
nies in the transport indHfr ■ . 
try are profiting from' a 
boom in train orders since : 
privatisation, now worth an • . 
estimated £2bn, and - the 
prospect of investment, in- 
London Underground. ■/ 

“The privatisation boom is 
coming to an end, but eco- 
nomic upturn promises mose 
long term growth," says Mr ‘ 
Smeeton. • - _ 

“This is coming forward as- 
orders for additional vehicle* 
for extra capacity," - 

“The very high. pound is 
making life difficult.’’ sea? 
Peter Stevenson, regional - 
director of the Confederation 
of British Industry.; But. t» 
adds: “Fundamentallyr. I 
think the engineering Indus* 
try has done a lot for itself, 
over recent years and . in 
principle I think the 
strength is there." - 
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Coal creates a burning problem 


Fears of more closures raise the prospect 
of another blow to the local economy, 
writes Deborah Hargreaves 


Employment in coal mining 
in Nottin gham shir e could 
decline to just UOOQ by the 
end of the century, with only 
two' pits remaining in 
operation, according to 
analysis put together by the 
county coundL 

This scenario is based on 
fears that RJB Mining, 
which took over the bulk of 
coal mining operations in 
the region, will not be bailed 
out by the government in its 
review of energy policy. 

Tony Blair, prime 
minister, brokered a 
temporary reprieve for the 
company earlier this year by 
leaning on Britain's 
electricity generators - to 
extend their coal contracts 
with RJB until the end of 
June. By then the 
government should have 
completed a review of 
energy policy which could 
provide a rescue package for 
the pits. 

Richard Budge, chief exec- 
utive of RJB Mining, warned 
at the beginning of the year 
that he would have to dose 
up to eight pits and make 

5.000 employees redundant 
when the contracts expire. 
Last year RJB sold 27m 
tonnes of coal to the three 
main generators, but it has 
replacement contracts for 
only 14m tonnes. 

The closure of more mines 
in the East Midlands would 
prove a blow to an economy 
which has seen its ctial 
industry shrink considerably 
in the past five years. 

Coal mining has gone from 
being a cornerstone of the 
Nottinghamshire economy to 
a minority pursuit In 196L 
when coal was at its peak, 

56.000 people were employed 
in mining in the region - 
underground in 39 collieries 
- and in the headquarters of 
two regional divisions of 
British CoaL Coal accounted 
for 18 per cent of the male 






workforce. 

In Nottinghamshire, coal 
mining was the largest 
employer, narrowly beating 
the county coundL By 1892 
the numbs- of pits was down 
to 13 with 12,300 workers. 
Last year this had shrunk to 
six pits and 2,70 0 employees. 

The county council esti- 
mates that the 1982 pit clo- 
sures resulted in a loss of 
£224m to the county’s econ- 
omy. It aiwi points out that 
the raw figures mask the 
knock-on effects in con- 
nected Industries of coal's 
decline. 

The county's prosperity 
measured by GDP fell from 
99.4 per cent of the national 
level in 1991 to 95.9 per cent 
In 1993. 

"Pit closures are so severe 
because they are concen- 
trated in a small geographi- 
cal area, in villages which 
have been built specifically 
to serve that colli ery,” says 
an official at the Coalfield 
Communities Campaign, a 
coal pressure group. 

Although the mining 
Industry is now less impor- 
tant than previously, pit clo- 
sures still have a devastat- 
ing effect on the 
communities they affect A 
report by Nottingham 
county council points to an 
increase in social problems 
in pit villages, deteriorating 
health, and breakdown of 
community facilities. 

Collieries are often situ- 
ated in rural, isolated loca- 
tions which have always 
been centred around the 
mine. Transport links are 
often not set up to provide 
people with a way of se miring 
advice, training and jobs In 
neighbouring cities. 

Terry Nash at Mansfield 
2010, one of the organisa- 
tions working on the regen- 
eration of the former coal- 
fields, says the introspective 
nature of mining comm uni- 
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Once a cornerstone of the local economy, coalmining now provides fewer than 3£00 jobs h the East Mk San da Photo* Mutifcvpuuti Erantag Root 


ties can make it difficult to 
direct people Into new Jobs. 

“It is a cultural problem,’’ 
he says. “Often the whole 
community has been geared 
towards coaL There is a feel- 
ing that you don’t have to 
try hard at school because 
you will go to the pit" 

Mr Nash is working to try 
to change some of the pre- 
conceptions among coal con t 
muni ties so that former 
mineworkers can be. 
retrained to take up Jobs 
which often require com- 
puter skills. 

The county council has 
initiated its own regenera- 
tion projects chiefly to 
improve transport links to 
ex-plt villages as well as 
environmental improvement 
and landscaping schemes. 

Jobs are available in the 
region. It has attracted its 
share of inward investment 


and local businesses are 
expanding: But Mr Nash 
points out that this is not 
helped by a -mismatch of 
skills. 

“There is high unemploy- 
ment, but a fair number of 
jobs cannot be filled" he 
says. “A lot of people who 
were employed in mining 
need extensive reorientation 
before they are even ready 
for retraining.” 

Local politicians are work- 
ing hard to secure a future 
fra- coal in the region. When 
RJB bought 15 deep nriraa in 
1994 as British Coal was pri- 
vatised, Mr Budge promised 
big savings in operating 
costs and a bigger marke t 
for coaL 

But RJB was recently crit- 
icised by a committee of MBs 
for complacency and poor 

commercial judgment by 
fafHng to deliver significant 


cost savings. The influential 

trade- and inriintfr y. ftrmi m t. 

'tee put the blame Car the cri- 
sis in the coal industry 
firmly at RJB’s door. 

Although Mr Budge 
defended bis management of 
foie company, saying he had 
cut costs by 15 per cent in 
three years and cut 4,000 
jobs!' - the MPs' criticism 
makes it more difficult for 
the. government to bail out 
the company. 

B is difficult for- RJB to 
compete vrtth coal imported 
from low-cost producers in 
countries such as Australia 
without government inter- 
vention. 

. -The strength of sterling 
has exacerbated the price 
difference with Australian 
coal ’ selling in Britain 
for £24 a tonne compared 
with an. average of- £36 
a tonne for RJB. 


Professor Stephen Little- 
nhiiri , the electricity regula- 
tor, has told the government 
the coal industry should 
halve in size over the next 
few years in order to keep 
electricity bills low. 

However, RJB is not the 
only company digging for 
coal in the East Midlands. 
On a smaller scale. Midland 
Mming js hoping to go ahead 
with a plan to mine for coal 
under News te ad Abbey in 
Nottingham in December. 

Newstead Abbey is the his- 
toric former home of Lord 
Byron, and the plan to mine 
LGm tonnes of coal from 
underneath it has caused 
much local opposition. But 
In an economy which grew 
up around coal, every 
attempt will be made to safe- 
guard as many mining jobs 
as possible. 


developing potential in the East Mi dlan d s 
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NEWCASTLE 


Planning for a 
real eye-opener 


There has been much regeneration, but the 
loss of retailing has created problems in 
the Grainger district. Alan Pike reports 


Priorities for the future of 
central Newcastle-upon-Tyne 
will be outlined in a plan 
due to be published next 
month following a series of 
“city centre summit’* 
consultations. 

Tony Flynn, leader of the 
city council, says the 
document win be “an action 
plan that all sectors can 
agree to”. Issues addressed 
wiU include transport, retail 
and office development the 
environment, employment 
and housing. 

Newcastle's compre- 
hensive review of city centre 
issues sits alongside a city 
council campaign entitled 
“Newcastle - a Real Eye 
Opener". Its aim is to 
re-image a city where, 
contrary to some lingering 
impressions, manufacturing 
accounts for only 6 per cent 
of employment and services 
89 per cent 

"We have to get people 
who still believe Newcastle 


is an old-fashioned Industrial 
city to come and see for 
themselves," says Mr Flynn. 
For strangers who take up 
the suggestion, an initial 
stroll around the city centre 
would not draw attention to 
many obvious problems. 

Recent years have seen a 
successful, visually striking 
regeneration of the city's 
riverside. Eldon Square, 
Newcastle’s big 1970s retail 
complex, holds its own 
against competition from the 
nearby Metrocentre at 
Gateshead. 

In the historic central area 
of Grainger Town the 
distinctive facades of Grey 
Street - once described by 
the late Sir Niklaus Pevsner, 
the architectural authority, 
as the finest street in 
England - remain largely 
intact. But it is behind 
Grainger Town's outward 
architectural splendour that 
many of the problems 
Newcastle is seeking to 


EDINBURGH and GLASGOW 


Scots aim to regain 
competitive edge 


The Scottish capital is striving to provide a 
cleaner and more friendly appearance 
for tourists, writes James Buxton 


You might think a city such 
as Edinburgh, blessed with a 
superb natural setting and 
magnificent townscapes. 
would not need to do much 
more to make itself appeal- 
ing. 

In reality, the need to 
improve the city centre both 
for residents and visitors has 
been a priority for nearly 10 
years. Now a new phase in 
the process is about to begin. 

In the late 1980s civic lead- 
ers in Edinburgh started to 
realise that it was losing its 
edge in the competition with 
other UK cities to attract 
tourists. A study commis- 
sioned by the Scottish Devel- 
opment Agency found that 
tourists were distinctly 
underwhelmed by the city. 
The study eventually trig- 
gered improvements, imple- 
mented by the city council 
and Lo thian and Edinburgh 
Enterprise (LEEL). the local 
enterprise company. 
Through traffic was progres- 
sively reduced along the 
High Street, or the Royal 
Mile. Cobbled paving was 
relald to make walking 
easier, and the Old Town has 
become a far more pleasant 
place to visit and walk 
through. 

Now the process of 
improving Edinburgh’s cen- 
tre is poised to move forward 
again. Though no one will 
admit it, many people in 
Edinburgh were stung last 
year by an article in The 
Scotsman by Andrew Neil, 
its editor-in-chieC in which 
he lambasted the city 
authorities for allowing the 
centre to be scruffy and 
strewn with litter and used 
syringes, and for tolerating 
beggars, even in Princes 
Street, the main shopping 
street 

It is too early to say that a 
concerted clean-up has 
begun, but things are chang- 
ing. In the next few weeks 


Edinburgh should introduce 
teams of city centre repre- 
sentatives, people both to 
help visitors orient them- 
selves and to help keep the 
place clean. 

Here Edinburgh is follow- 
ing Glasgow, which took on 
board the need to make itself 
more appealing to tourists 
several years before Edin- 
burgh and introduced city 
centre representatives in 
1995. Glasgow normally has 
32 city centre representa- 
tives, divided between the 
guides and the clean-up 
squad. 

The guides, who are easy 
to spot in their red jackets, 
patrol the heart of the city, 
in places such as George 
Square, Buchanan Street 
and Sauchiehall Street, 
assisting people who need 
directions, welcoming for- 
eigners with a few sentences 
of their own language, 
reporting vandalism and if 
necessary giving first aid. 

The other squad removes 
graffiti and fly-posters and 
picks up Utter blowing in the 
wind, though it leaves most ' 
refuse to the cleansing 
department. “We don't want 
to tread on their toes." says 
David McKee, the scheme’s 
manager. 

The city centre representa- 
tives scheme is also a way of 
getting unemployed people 
back into work. Only the 
unemployed are eligible for 
the jobs, and no one can stay 
more than a year. They are 
given tr aining in welcoming 
visitors, and are taught basic 
Information on the city and 
useful phrases in several lan- 
guages. 

They are not expected to 
drop their Glasgow accents, 
says Mr McKee, but: “We 
train them to speak slowly 
so that people can under- 
stand what they say, and 
when they give someone 
directions, not to end each 
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sentence with the word 
“right”, which is confusing 
when it comes after they've 
said left or right" More than 
80 per cent of city centre rep- 
resentatives in Glasgow go 
on to fun-time jobs. 

On the physical side, Don- 
ald Dewar, the government's 
Scottish secretary, recently 
gave Glasgow £25m over five 
years to improve the main 
shopping streets in the cen- 
tre. Some £10m alone will be 
spent on giving Buchanan 
Street a facelift 

Back in Edinburgh, Rich- 
ard Flynn, the manager of 
Boots the Chemist in Princes 
Street has been seconded 
from the stores group to 
study improvements in the 
way the city centre operates. 
Working on behalf of a 
steering group comprising 
the council, t.fet., the cham- 
ber of commerce and other 
bodies, he is consulting busi- 
nesses and other organisa- 
tions about what they want 
the city centre to be like and 
whether they would contrib- 
ute towards improving it 

In physical terms the big- 
gest initiative Is the strategy 
for the First New Town, the 
grid of Georgian streets and 
squares to the north of the 
Old Town. The 10-year strat- 
egy sees the First New Town 
as playing “a diverse set of 
roles". Including business, 
quality retailing, tourism 
and residential - much as it 
does now. 

Margaret McNeil, of LEEL, 
admits there is only a small 
amount the authorities can 
do to steer businesses in the 
direction Indicated by the 
strategy. She says the most 
obvious way they can inter- 
vene is by improving the 
public spaces to create a 
good environment for the 
type of development they 
want to see. 

The most controversial 
proposal Is to close sections 
of George Street and Frede- 
rick Street to traffic and 
parking. George Street is a 
wide thoroughfare lined with 
shops, bars and offices. Clos- 
ing parts of it to cars would 
create a calmer environment 
and create acres of space for 
pedestrians, allowing bars 
and restaurants to spill out 
onto the street 

But it is also one of the 
commercial hearts of Edin- 
burgh, thick with traffic and 
parked cars. "The danger." 
Ms McNeil acknowledges, “is 
that if you take away the 
cars it becomes dead - we’d 
be looking to avoid that." 
She also wonders whether 
clearing the streets of traffic 
is sensible for cold wet win- 
ter days when people on the 
streets are scarce. Any clo- 
sure might only be imposed 
at certain times of the year. 

Mindful of the pitfalls and 
potential damage to some 
companies' business, LEEL 
and the council are consult- 
ing widely on their plans for 
the New Town. The title of a 
new body recently set up for 
this purpose says It all: 
Forum for Urban living. 


address are to be found. 

In the 20 years between 
1820 and 1840 the builder 
Richard Grainger trans- 
formed the heart of Newcas- 
tle into the graceful central 
area now named after him. 
Such is Grainger’s legacy 
that around half the build- 
ings in the 90-acre district 
are listed - GO of them Grade 
One. 

But in recent years, the 
departure of retail and com- 
mercial activities to other 
parts of the city has led to a 
growing number of Grainger 
Town's buildings becoming 
abandoned and dilapidated. 
Around 1m sq ft or floor- 
space in the district is now 
unoccupied, with much 
requiring substantial resto- 
ration. 

Agreement on a five-year, 
£120m regeneration pro- 
gramme co-ordinated by the 
Grainger Town Partnership, 
a public-private sector body 
with 18 directors, now sig- 
nals the start of a coordi- 
nated drive to revive the 
area's fortunes for the next 
century. 

More than 100,000 sq ft of 



Behind the architectural spendour of Grainger Town are many of the problems Newcastle is attempting to address 


new, high quality retail 
space is due to open in 
Grainger Town by Christmas 
on the site of a former 
department store. There are 
proposals to raise the area's 
L200 resident population to 
more than 3,000 - Grainger 
Town has the most ambi- 
tious living-over-the-shops 
plans in the country. The 
quality of public spaces win 
be improved, the potential 
for encouraging new busi- 
ness start-ups in the city 


centre exploited, and cater- 
ing and leisure facilities 
enhanced. 

Grainger Town and Its 
immediate surrounding area 
house Newcastle’s Theatre 
Royal, the Tyne Theatre and 
Opera House and institu- 
tions including galleries, 
museums and Newcastle 
Cathedral, wmiring the arts 
and tourism a central 
part of the regeneration 
strategy. 

“After a long period when 


the emphasis has been on 
construction-led regenera- 
tion, the focus is shifting to 
an appreciation of the bene- 
fits of reviving established 
parts of city centres," says 
Chris Oldershaw, chief exec- 
utive of Grainger Town Part- 
nership. “Things are moving 
in our favour." . .. 

Grainger Town's recent 
problems have included los- 
ing commercial tenants to 
the nearby Quayside devel- 
opment on the hanks , of the 


Tyne, as businesses took the 
chance to vacate 19th cen- 
tury accommodation in 
favour of purpose built, open 
plan premises. . But Tim 
Evans, a partner in Knight 
F rank , which handies prop- 
erty in both Quayside and. 
Grainger Town, does not 
think it helpful to treat the. 
two locations as competitors. 

"They link together as an 
integrated part of the city 
centre. Quayside, looking on 
the river, should be regarded 
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as a new 6treet an the edge 
of Grainger Town. The 
splendid facades of Grainger 
Town offer their own unique 
potential to attract tenants, 
provided we are able to 
develop modem office facili- 
ties behind them. Revival of 
historic town centres cannot 
work if requirements to 
retain every item of original 
interior detail means we are 
unable to create accommoda- 
tion that today’s businesses 
want" 
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Shopping for a 
new identity 
and prosperity 

Efforts to revive an historic city centre 
are proving a spectacular success 
story, writes Brian Groom 
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CENTRAL LONDON 
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Capital ideas produce 
a breath of fresh air 

A widely-agreed action plan aims to make strong advances in 
improving the environment and the economy. Alan Pike reports 


Whatever other difficulties 
they might face, most town 
and city centres are at least 
of manageable proportions. 
Central London is a case 
apart 

Any attempt even to 
define its boundaries is an 
exercise in arbitrary map 
drawing. And. when under- 
taken. it produces an area 
containing mare people than 
the entire population of any 
other British city, adminis- 
tered by a plethora of differ- 
ent authorities. 

But these problems of size 
and organisation have not 
stood In the way of the. 
development this spring of a 
widely-agreed action plan to 
secure a range of environ- 
mental and economic 
improvements to central 
London. 

Central London is 
regarded by the project as 
extending east-west roughly 
between Liverpool Street 
and Paddington stations and 
north-south from King’s 
Cross to Battersea - an area 
in which 1.5m people live, a 
further lm commute from 
elsewhere in London and the 
south-east to work and , 26m 
more visit each year. 

The action plan has been 
produced by the Central 
London Partnership, a pub- 
lic-private sector body set up 
in 1995 to make the centre of 
the capital- a better place in 
which to live, work or wan- 
der, and chaired by Sir John 
Egan, chief executive of 
BAA, the airports group. 

Sir John says the partner- 
ship gave itself a year in 
which to decide whether it 
could add to the work of 
existing London organisa- 
tions. If, at the end of the 
first year, it had looked 
likely to become no more 
than a well-intentioned 


talking shop, it was ready to 
disband, itself. 

But the partnership, which 
includes all eight local 
authorities responsible for 
parts of the central London 
area plus about 30 other pub- 
lic and private sector organi- 
sations, decided that there 
were areas in which con- 
certed action could make a 
difference. 

Launch of the formal 

action plan mmwi after an 

early start on several pro- 
jects to illustrate the part- 
nership's potential. Poor air 
quality is a frequent com- 
plaint in central London, 
and the partnership is work- 
ing with London Transport 
and leading taxi operators to 
reduce emissions from their 
vehicles through measures 
including fhg risw of catalytic 
converters and cleaner fuels. 

“We have shown already 
that it is not a case of just 
having to bleat about the 
bad emissions problem,” 
says Sir John. “It is possible 
to do something about it and 
improve air quality." 

Another early action by 
the partnership has been to 
offer co-ordinated support 
for the development, of 
around 10.000 additional 
hotel rooms by 2000. 

Sir John, a. former chair- 
man of the London Tourist 
Board, says the partner* 
ship’s Involvement is ensur-’ 
ing that boroughs such as 
Islington, Camden. South- 
wark and Lambeth benefit, 
from hotel building that In 

the . past was concentrated - 
on -a narrower- concept of 
central London. . 

Top priorities for at t en t ion 
Identified in the partner- 
ship's action plan Include; 
continuing with .the commer- 
cial fleets cleaner air ftiitia- ■ 
tree, improving facilities for 


pedestrians and cyclists, 
developing a pilot project to 
show the potoitial for co-or- 
dinated deliveries to l uniting 
London, retailers and encour- 
aging training and inward 
investment activities. 

“Many of the partnership's 
specific actions will be rela- 
tively small scale." says Pat- 
ricia Brown, its chief execu- 
tive. 

“We see. it as a game of 
joining the dots, and. show- 
ing that a series of small, 

llnkwr! t-hang ww ran make a - 
significant difference to the. 
quality of life and increase 
economic opportunities.'’ 

Specific objectives will 
include a drive for cleaner 
public spaces in central Lon- 
don. Members of the public 
and businesses will be urged 
to identify open spaces suf- 
fering from poor mainte- 
nance, fly-tipping or graffiti, 
with local authorities under-; 
taking to address such prob- 
lems promptly. 

The partnership intends to 
compile a list of up to 90 
high-profile neglected spaces . 
in the centre of the capital 
and says it will, ultimately 
by “naming and shaming", 
press for action to improve 
them. • 

. : The action plan commits' 
..the partnership to Initiating' 
and s uppo rtin g business-led 
groups to Ttomag w and main .: 
tain' commercial areas. It Is- 
already working with busi-' 
nesses and property owners 
.in Oxford Street on such a 
programme. 

A number of both public^ 
and private sector members: 
of the partnership, says the 
-action plan report, were 
keen , to become involved in 
US-style Business Improve- 
meat Districts if legislation 1 
■ eventually allows them to be .- 
set up in London. 


.flan an historic city shop its 
way to prosperity and regen- 
eration? Norwich is the test. 
'-.Some £500m worth of 
■developments are planned or 
under way in Britain’s larg- 
est medieval walled cadre. 
Qne-third is a private 
finance initiative hospital on 
the outskirts but the rest are 
mixed shopping, housing, 

. leisure and commercial 
Schemes. 

' The retail strategy at the 
.bpart of it, commended by a 
. Cominons select committee, 
has delivered spectacular 
. results. Ten years ago Exper- 
ian, retail analysts, ranked.it 
49th among Britain’s shop- 
ping locations. .Now it is 

JflttL 

A Hillier Parker survey 
ShOWS a similar dlfirih from 
43rd to 18th, and Jaime shop- 
ping rents of up to £170, a 
square, foot 'are among the - 
"highest in. the country. 

.’ : Norwich is often mistaken 
for a market town. In fact, it 
Is a regional shopping centre 
comparable to Sheffield, 
Ti gris or Cardiff 
'“We attract retailers who 
don’t normally go out to the 
sticks," says Mike Loveday, 
the city's head of planning. 
Virgin Vie* the cosmetics 
Venture, has opened its fifth 
British store in the city and 
there are fashion stores such 
"as Gap and Kookau 

A decade ago, when the 
city took stock of its posi- 
tion, the picture was 
bleaker. There had been 
: little development since the 
1960s and Norwich was los- 
ing trade to Peterborough 
’’find Cambridge. 

As part of the route back 
it took an unusually vehe- 
ment stand against out-of- 
town development and 
^embarked on one of the larg- 
est pedestrianisatlon 
schemes of any city. 

Its flagship was the £L30m 
Castle Mall shopping centre, 
completed by Friends 
Provident in 1993, which 
involved diggin g a hole In 
the hillside next to the 
castle, building a five-storey 
iefentre and putting a 
‘■four-acre park tin top. 

ft. was awarded the acco- 
lade of Britain’s best shop- 
■ping centre by the British 
Council of Shopping Centres; 
I2m people visit it every 

year. ' '■ 

The city needed more to 
Complete Its recovery. Nor- 
wich received a serious blow 
~4h the recession of the early 
-2990s with the loes of 10,000 
jobs, including a Nestle fac- 
tory closure and cutbacks by 
Norwich Union, the domi- 
nant employer. The govern- 
ment saw it needed help, 
*'-Now Norwich has a £l0.7m 
single regeneration budget 
scheme to revive the ‘south- 


eastern area and a £3.7m 
capital challenge initiative 
to restore the fabric of the 
city centre. 

A further £750,000 comes 
from English Heritage to 
conserve historic buildings, 
and the city and county 
councils apply annually for 
government funds to 
Improve the transport infra- 
structure. 

Developments are under 
way to revive many parts of 
the city, the biggest being a 
£75m scheme just begun by 
Gazeley and Railtrack on a 
42-acre site by the river Wen- 
sum where the R10I airship 
•was built. 

It will have a Morrison’s 
superstore, 14-screen UC1 
cinema, swimming pool, 
housing and other commer- 
cial development “It will 
open up the . river frontage 
and divert traffic from the 
riverside," says Peter Gom- 
ersall, Gazeley 's develop- 
ment director. 

Linking it to the main 
shopping centre will be a 
£43m scheme by Speciality 
Shops in the King Street 
area, including housing, res- 
taurants, fashion stores and 
a costume museum. 

. Another £60 m plan to 
develop the former Nestle 
factory with shops, houses 
and a hotel is under discus- 
sion. 

On top. of that Norwich 
. has one of the Millennium 
Commission’s 14 landmark 
projects, a £60m high-tech- 
nology library, business cen- 
tre and heritage centre. 

A £l lm plan backed by the 
Heritage -Lottery . Fund to 
refurbish the 11th century 
.castle will create a “Tate in 
Bast Anglia", a showcase for 
exhibitions from the London 
gallery. 

A measure of success is 
the number of people return- 
ing to the city centre. Nor- 
wich had 80,000 living within 
Its wails in 1390 but the 
number had shrunk to 2.000 
.by the 1960s. 

Now it is back up to 10.000, 
with potential for up to 
20,000 as old buildings such 
as breweries and shoe facto-, 
ries are converted for resi- 
dential use. 

“We can’t be complacent, 
though,” says Mr Loveday. 
Norwich stQl has largepock- 
ets of deprivation. Competi- 
.tors are not standing still 
and a recession which hit 
consumer spending could 
leave it vulnerable. 

Hie private sector and dty 
council are joining farces to 
appoint a dty centre man- 
ager to meet the threat from 
developments on the fringes 
of the urban area, other 
elites and even the Lakeside 
and Blue water retail com- 
plexes- an the Thames; 
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IRELAND 

Keeping staff is a big problem 

A thriving sector in the Republic may 
provide opportunities north of the 
border, says John Murray Brown 



“It’s Ireland's growth rate 
that is the real problem," 
says Oliver Wigdidil, man - 
ager of American Airlines, 
one of the first airlines lured 
to Dublin where h now has 
Its European reservation 
centre. 

With the Irish economy 
growing at 8 per cent, keep- 
ing staff has become a big 
worry for call centres, a 
business with notoriously 
rapid rate of employee turn- 
over. 

"Working In a call centre 
is not a career. Our concern 
is not in losing staff to the 
competition but to other job 
opportunities in the econ- 
omy,” says Mr WigdahL 

The Dublin government is 
aware of the problems. In 
one of its first moves on tak- 
ing office last June, Michael 
Martin, the education minis- 
ter, announced the creation 
of 700 new university places 


for teleservices courses. 

Last month, Mary Harney, 
the deputy prime minis ter, 
announced a further 700 new 
jobs at Barclay card and the 
Lotus Group - both UK con- 
cerns - and Softbank Corpo- 
ration from Japan. Sbe pre- 
dicted "this dynamic sector 
is well ahead of target to cre- 
ate over 10,000 jobs within 
the next two years". 

Bui CSR. a Dublin recruit- 
ment consultancy, recently 
reported that more than half 
of the Irish-based companies 
surveyed were having diffi- 
culties filHng their places. 

"This is a good news, bad 
news story for us," says Mr 
Wlgdahl "There are plenty 
of graduates, but they have 
higher aspirations, therefore 
it leads to attrition prob- 
lems. But I think we are 
frank at the int e rview, tell 
them it’s not the world’s 
most attractive job, and 


warn them they’re not going 
to get the glamour of an air- 
fine.” 

At Badissoa Hotels. Jenni- 
fer McWade runs an opera- 
tion making hoo king s for the 
group’s 38 European and 
Middle Eastern hotels. Her 
office In a specially-built 
business park in residential 
south Dublin comprises 22 
incoming telephone !*»«« - 
all freefones - operated by 
25 staff speaking 11 different 
l an gua g es 

The operation handles 
L000 calls a day from 7am to 
7pm, when the service 
switches to operators in the 
US. 

Radisson is typical of a 
number of Irish call centres 
where two-thirds of its staff 
are non-Irish. 

A recent conference organ- 
ised by the Irish Communi- 
cations Workers asked 
whether the industry pres- 
ented an opportunity for 
"social progress or the 
sweatshop", echoing the res- 
ervations of many econo- 
mists about the benefits of 
such investments. 


For the companies them- 
selves, the advantages are 
obvious. The IDA high- 
lighted the low wages as 
well as telecom costs and 
property costs for companies 
setting up in Ireland. A low 
10 per cent corporation tax is 
also available. 

American Airlines esti- 
mates labour costs are half 
those in Switzerland - with 
labour accounting for 45 per 
emit of total costs. Compa- 
nies considering pooling 
their activities also have to 
consider the cost of closing 
existing operations and relo- 
cating key personnel. The 
cost of severance pay that 
would have been involved in 
closing the operations in 
Italy and Spain persuaded 
the company to keep the two 
centres open. 

Denis Molumby. head of 
call centres promotion at the 
government-run Industrial 
Development Agency, says 
the improvement in telecom- 
munications infrastructure - 
one of the legacies of Albert 
Reynolds’s time as commu- 
nications minister in tbe 


1980s - has been vital The 
development has coincided 
with the falling cost of inter- 
national telecommunica- 
tions. with Telecom Eireann 
establishing freefone ser- 
vices across Europe. 

European labour laws 
mean it makes sense for 
companies to be in one 
place, be says. The tax 
advantages of pooling activi- 
ties in one location is 
another reason. 

For US companies, there is 
the more efficient use of 
computer time, with tbe 
Irish operators active while 
the US sleeps. 

Compaq, the US computer 
company which announced 
it was setting up a multilin- 
gual help desk for its cus- 
tomers in Dublin, says the 
industry is increasingly rec- 
ognising that good aftercare 
service can offer a key 
advantage over competitors. 
Ireland has already attracted 
Dell, Gateway, and more 
recently IBM to set up cus- 
tomer support centres. 

Where the UK has made 
strides in the call centre 


business it is largely servic- 
ing UK-based companies; tbe 
Irish Republic has focused 
more on the pan-European 
service. 

Mr Molumby. of the IDA, 
estimates Ireland now 
accounts for 30 per cent of 
all pan-European call centres 
in the European Union. To 
date, the industry has cre- 
ated -L000 jobs in telemarket- 
ing - selling almost every- 
thing from insurance to 
computers - to "shared ser- 
vices,” where banks and 
other companies pool their 
back office activities in one 
location to save cm costs. 


But Ireland's very success 
could prove the opening for 
Northern Ireland, as compa- 
nies find difficulties filling 
their positions and look to 
the available labour supply 
north of the border - either 
to relocate or hire for their 
Dublin operations. 

Some economists say tbe 
Northern Ireland authorities 
have been slow to seize tbe 
opportunity. 

The call centre is still 
relatively unknown in 
Northern Ireland’s industrial 
landscape. According to 
research by Mitial Group, 
the province has around 


1.000 jobs in the sector. 

British Telecom has cre- 
ated 750 jobs at a Belfast call 
centre, in an investment 
worth £9m. BT has four 
other call centres across 
Northern Ireland, and is 
working with the govern- 
ment jointly to promote the 
province as a call centre 
location. 

BT claims its telecommu- 
nications rates are lower 
than those in the Irish 
Republic. Northern Ireland, 
so the BT brochure says, has 
the highest level of com- 
puter education in the UK. 

Prudential, the pensions 
and life assurance group, 
has a telephone-based pay- 
ments operation, and 
National Australia Bank has 
a UK-wide factoring opera- 
tion in tbe province. In 
Londonderry. Stream Inter- 
national. a merger between 
Corporate Software and RR 
Donnelly of Chicago, pro- 
vides on-line software sup- 
port for corporate clients 
employing 200 people. 

Such is the confidence of 
the government-run Indus- 
trial Development Board 
that it has invested in a cus- 
tomised call centre - the 
first speculative property 
venture ever undertaken by 
the government investment 
authority. 


DEVELOPMENTS 

Consolidation is 
growing trend 

Joia Shillingford reports on how 
companies are progressing in the chase 
for more efficiency and cost savings 


Call centres are growing in 
size as well as in number. 
While some companies are 
consolidating 20 or 30 small 
centres into one or two large 
ones, others are linking 
existing facilities to form 
large "virtual call" centres. 

Bob Scott, director of 
electronic commerce at Cap 
Gemini, the European 
computer services company, 
says "consolidating call 
centres is a growing trend". 
For example. Cable & 
Wireless Communications - 
which was formed from the 
merger of four companies - 
plans to reduce its call 
centres to three. 

"Companies can save 
money by consolidating staff 
into one or two buildings." 
says Cynthia Ngwe, of 
Datamonitor. "If two call 
centres with 20 and SI staff 
are combined, the larger 
centre will be able to 
manage the same workload 
with 40 staff It will also be 
easier for the larger centre 
to handle peaks in call 
volumes." 

For example, “when Scot- 
tish Power closed seven 
regional offices and opened 
one in Cathcart, near Glas- 
gow, it made cost savings." 
says Ian Valentine, GT-X 
product manager at Edin- 
burgh-based Graham Tech- 
nology. 

But there are limits to 
physical consolidation. 
“Finding a building of the 
right size for 100 workers 
with sufficient parking Isn't 
always easy,” adds Ms Ngwe. 
"And the success of call cen- 
tres In areas such as Leeds, 
and Chester can make it dif- 
ficult to find and retain staff 
because there is competition 
for educated workers." 

Some call centres are even 
larger, with 1.000 staff or 
more. These can be difficult 
to manage," says Ids Ngwe. 
"because there are typically 
three staff working shifts for 
every agent position." 

A large building may also 
be expensive to run over- 
night for companies offering 
24-hour services." says Mr 
Valentine. "Do companies 
really want to pay for all the 
building services when there 
is only a skeleton staff 
Inside? They may find it 
easier to run tbe overnight 
service from a smaller 
office." 

Rodney Craig, of Interna- 
tional Business Machines 
(IBM), says several factors 
are driving demand for 
larger call centres. “First, 
the globalisation of brand 
images is making customers 
want consistent service 
whether they phone a call 
centre in New York. Bir- 
mingham or London. Consis- 
tency is easier to achieve in 
larger or distributed call cen- 
tres. 

"Second, the growth of tbe 
internet -means. that custom- 
ers are starting to order 
goods in a variety of ways - 
not just over tbe phone. This 
means that call or 'interac- 
tion centres' need to offer an 
integrated service, capable of 
handling information from a 
variety of sources, such as 


phone, fax and electronic 
man. 

“Software is tbe key to giv- 
ing a personalised response 
that is consistent with the 
brand image,” says Mr 
Craig. Bat at present the 
software is expensive and is 
better value for money if 
spread over a large number 
of agent positions. 

David Bradshaw, a consul- 
tant at Ovum, believes dis- 
tributed (or virtual) call cen- 
tres will become 
increasingly papular because 
technology is becoming 
available that makes it much 
easier to link thgm. 

For sample, British Tele- 
com has linked six call cen- 
tres- including Warrington. 
Bristol, Glasgow and Belfast 
- to create a virtual call cen- 
tre with 4,000 agent posi- 
tions. Already, the largest 
call centre in Europe, BT 
plans to link a seventh site, 
one in Scotland. 

BT decided to link tbe 
sites so that any agent could 
handle any call, supported 
with the right information. 
“There's a trend towards the 
universal agent." says Mr 
Valentine. 

BT is using Graham Tech- 
nology's GT-X software to 
provide a consistent user 
interface at all sites that dis- 
guises the differences 
between different applica- 
tions software. This software 
is held on a central system 
and is easy to update from a 
single site. 

Graham Technology has a 
tie-up with Lucent, the US 
telecoms equipment com- 
pany. Other suppliers that 
are offering Cor planning to 
offer) products for distrib- 
uted rail centres Include 
Ericsson, Nortel, Rockwell. 
Aspect and Mitel, says Mr 
Bradshaw. 

He says the technology 
needs of large distributed 
call centres differ from smaO 
call centres in that distrib- 
uted centres need telecoms 
switches and computers that 
can be networked together 
easily- They also rely on tele- 
coms suppliers such as Brit- 
ish Telecom to route calls 
between centres in an intelli- 
gent way. 

With so much activity in 
tbe distributed call centre 
arena, Mr Craig does not 
think regions such as High- 
lands and Islands in Scot- 
land with small call centres 
need to worry. "They could 
fill specialised niches or link 
into the larger centres," he 
says- 

Moreover aff-theshelf soft- 
ware from IBM and others is 
becoming available that 
enables small call centres to 
be set up straight out of the 
box. and therefore with even 
lower set-up costs. Mr Brad- 
shaw says whether compa- 
nies decide to consolidate 
into one or two larger cen- 
tres or set up virtual centres 
partly depends os their cir- 
cumstances. If a company 
has unused office space in a 
number of buildings around 
the county, it may well want 
to use tins rather than pay 
for a large new call centre. 
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These are exciting times for ScottishPc 
moving towards becoming a leading 
organisation, ft requires even greater than 
effort to retain existing customers and win new 15 
A goal which required ScottlshPower setting up a call c< 
establish a much closer direct relationship with over 
customers. A dramatic shift, which had to be ach>e> 
ScottlshPower chose GT-X. Graham Techno logy '^^^STinnlng 
business process server software. riffi jjSSpggjSTi a mix 
of SUN Microsystems Ultra 1 and Uiirg|g|§|p^ation servers 
as the front end solution 3,000 inbound 

and outbound calls per hour seat call centre. 

David Jones commented jfljTO pN Technology and Web 


Technology Is going 
technology of the, 
our cusl 


major customer facing 
re effectively Interface with 
identified in the 


id allow the business to look to the future 
landing calls to and from the call centre, 
tower has met all it’s objectives of providing the 
st quality customer service in a single location. GT-x's ease 
and implementation dramatically shortens training 
l^the operators who can pull data from around the 
help provide better feedback on customer needs. 
;tion of our can centre was a very high 
(o the enormous credit of the Graham 
they delivered a product that our 
Idlng. delivered within a very tight 
sham Technology’s expertise and 
>wer all the power it needs 
are convinced that this 
irket that will take 
ig organi- 


GT-X product and in Graham Technology a company and a sation needs to go. GT-X Is an outstanding can centre product" 
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Karan Yeomans aha has to make an Impact with a budget of Just Elm and a staff of a doom 


PIMK BrenjanCor 


The south-east finds its voice 

Brian Groom meets a woman shaping up to an odd challenge in economic development 


At 34, Karen Yeomans, chief 
executive of newly-created 
South East Regional Invest- 
ment (Seril), is the youngest 
and only female T fmriw of a 

regional investment agency. 
She does not come from a 
background of inward 
investment, either. 

It is not only these factors 
that mark her ont as 
nmumfll. Ms Yeomans also 
faces one of the oddest chal- 
lenges in the competitive 
world of economic develop- 
ment. 

Seri! was launched two 
months ago, the last piece In 
Britain's jigsaw of regional 
Inward investment organisa- 
tions. 

Yon might think south- 
east En gland had least need 
of one. Second only to Lon- 
don in prosperity, the region 
stretching from Oxfordshire 
to Kent has performed so 
strongly recently that again 
it is the subject of fears of 
economic overheating. 

Unemployment measured 
by the eiwhn«mt- count was 3 
per cent in March, or 4J3 per 
cent in December-F ebruary 
according to the labour force 
survey. 

Ms Yeomans, however, has 
no truck with complacency. 
At Seril's launch at an hotel 
near Gatwick airport, she 
tartly commented that while 
the southeast was success- 
ful in British terms, it 
played in a lesser league 
among European regions. 

Using language more 
appropriate to a depressed 
region, she talked of begin- 


ning a "fightback”. 

To confirm the point lat- 
est figures show that south- 
east En gland excluding Lon- 
don slipped slightly from 
30th to 31st out of 77 Ermwe- 
gtons In 1996 In gross domes- 
tic product per head. 

“People think of the 
Thames Valley, Surrey and 
the affluent parts, hut the 
south-east is a diverse 
region,” she says. “If you 
think of East Sussex and the 
Isle of Wight in particular, 
those are areas where there 
are economic challenges.” 

The south-east, she argues, 
needs a voice. “At an inter- 
national property conference 
in March I was struck by 
bow effectively nearly all the 
European regions, and a lot 
of major cities, were promo- 
ting themselves. 

“We wiD just lose out The 
success can wither if we 
don't spend time and effort 
on promoting it The south- 
east must raise its aspira- 
tions.’' 

This ties at the heart of 
the challenge for Britain - 
generating wealth to m a t c h 
its record In getting the job- 
less figures down. 

How do you achieve 
growth where average unem- 
ployment appears low? The 
main responsibflxty will fall 
to the regional development 
agency to be created by next 
April, but Seri! will play a 
part 

“It is about Increasing the 
value-added and GDP lev- 
els,” she says. “In some 
parts It is about ge t t in g into 


new technologies and in oth- 
ers it is literally about bring- 
ing jobs” 

Ms Yeomans sees limited 
significance in her youth 
and gander, arguing that 

what people make of their 
experience matters most A 
bigger difference from coun- 
terparts elsewhere is in not 
having years of inward 

Investment behind bar. 

“I bring a different busi- 
ness perspective in that I 
have done a range of thing R. 
which is healthy for the 
industry.” 

A chartered surveyor, she 
first worked at Milton 
Keynes Development Corpo- 
ration and .then in thp Paris 
office of Jones Lang Woot- 
ton. Moving to a manage- 
ment consultancy, New- 
church, she worked cm the 
first private finance initia- 
tives in health. 

Later she became project 
director at London’s Royal 
Hospitals Trust, including St 
Bartholomew's, the biggest 
health PF1 scheme which 
involved a proposed move to 
a new hospital at White- 
chapeL 

The Seril job attracted her 
because it combined com- 
merce with bringing public 
and private sectors together, 
had an International flavour, 
and would “affect people's 
lives". 

Seril, based at Fleet, 
Hampshire, must make an 
impact with a budget of only 
Elm and a staff of 12, likely 
to grow to 17 this year. 

It will concentrate on four 


sectors - information tech- 
nology and telecommunica- 
tions, pharmaceuticals and 
biotechnology, high-technol- 
ogy engineering, and busi- 
ness and financial services. 
But, to avoid spreading itself 
too thinly, its initial priority 
is IT and telecoms. 

It is researching them and 
will produce a marketing 
strategy, the first step 
towards finding more about 
the 3JXXH>lus foreign compa- 
nies, covering all sectors, 
thought to operate in the 
south-east. 

The agency will have no 
job creation target for its 
first fall year but is expected 
to generate 315 enquiries, 
compared with 161 in 1996-97, 
50 company visits and 18 
successes. 

Visits have already 
increased. “The government 
office for the south-east pre- 
viously did about six in six 
months. We have done 34 in 
five months.” 

Biggest sources of invest- 
ment are the US and Can- 
ada, followed by France and 
Germany. 

Among obstacles axe a 
lark of business parks and 
new office developments in 
neglected areas. Bis Yeo- 
mans wants to talk to local 
economic partners about 
ways of stimulating specula- 
tive development, or “fast- 
tracking" p lanning applica- 
tions. 

The transport Infrastruc- 
ture, though in many ways 
the region's main selling 
point led by Heathrow and 


Gatwick airports, is another 
topic she hopes the RDA will 
address. 

“Some parts of the south- 
east are not as accessible as 
businesses would like." The 
IT i nfr a s tr u cture, too, may 
need development. 

She hopes to put energy 
into retaining companies 
already there. “We are losing 
companies out of the south- 
east, in some ways through 
cost - property, labour - 
and planning constraints 
can make expansion diffi- 
cult 

“That is something at 
which we must look closely. 
It is easier to keep compa- 
nies than attract new ones.” 

This ties in to the danger 
of complacency. While same 
south-east towns have very 
low unemployment - In 
Newbury. Berkshire, it is LI 
per cent - it is not that long 
■bice rates of 8, 9 or 10 per 
cent were seen in normally 
prosperous places. 

“We had a bad recession in 
the early 1990s and we really 
felt the effects of it down 
here. Those times could 
come back.” 

Seril is in its honeymoon 
period. “If In three years we 
are still getting the same 
level of support, m take 
heart from that," she says. 

It could take a decade to 
see the south-east move up 
the European league. “Some 
of the thfog w the south-east 
is going to have to face up to 
are difficult, sensitive issues. 
They will not be resolved 
overnight.” 


EU ministers to review policies on cities 


Continued from Page 1 

idents and a lively but poten- 
tially noisy night life econ- 
omy. 

As the pace of attempts to 
attract more people to town 
centre living quickens, one 
of the most difficult ques- 
tions concerns the extra cars 
that additional residents 
threaten to drive and park 
on crowded urban streets. 

A study last year by Llew- 
elyn Davies, consultants, for 
the London Planning Advi- 
sory Committee (LPAC) and 
the Government Office for 
London leads the LPAC to 
conclu de that the number of 
homes that could be pro- 
vided on town centre sites 
around the capital could 
more than doable to 107,000 
if provision did not have to 
be made for car parking with 
dwellings. 


This summer the LPAC 
hopes to announce a pilot 
scheme in a London area 
aitwd at proving that a com- 
bination of higher density 
housing, reduced provision 
for cars and environmental 
improvements could gener- 
ate a more vibrant and 
enjoyable style of urban 
community life. 

“I feel the climate of opin- 
ion is shifting quite palpably 
towards a realisation that we 
cannot go on as we are." 
says Martin Simmons, the 
committee’s chief planner. 
“If current levels of provi- 
sion for car parking did not 
have to be made on housing 
developments it would be 
possible to provide more 
attractive forms of accommo- 
dation in urban areas, partic- 
ularly for the growing num- 
ber of smaller households.” 

Almost all organisations 


with an interest in town cen- 
tres emphasise that their 
future development must be 
addressed in a comprehen- 
sive way that is linked to 
wider regeneration objec- 
tives. combining the eco- 
nomic, social and physical 
aspects of urban renewal. 
There is more to the revival 
of town and city centres 
than improving the streets- 
cape, or Judging success 
purely by the condition of 
the retail economy. 

“The future of our towns 
and cities - flntf hany the 
prospects of attracting large 
numbers of people to remain 
in or return to them - is 
likely to rest on policies on 
education, crime and social 
welfare.” concluded a study 
published by the Town and 
Country Planning Associa- 
tion last mi-mth. 

“All of the issues that 


drive people from urban 
areas need to be tackled in 
unison,’’ according to the 
study report. "Middle 
Income people need to feel 
comfort able in sending their 
children to local state 
schools. Everyone needs to 
feel safe in the cities. Wel- 
fare policy needs to relieve 
urban poverty and give 
people the dignity that 
mflirpc them responsible citi- 
zens and good neighbours.” 

By connecting the current 
drive to provide more hous- 
ing in urban areas with the 
achievement of appropriate 
education, employment, pub- 
lic safety, welfare and trans- 
prat objectives, Michael Bre- 
heny, professor of applied 
geography at Reading Uni- 
versity and coauthor of the 
report, sees its recommenda- 
tions as offering “an inte- 
grated strategy for the 


revival of our cities and 
towns". 

But he warns; “To be suc- 
cessful, the scale of invest- 
ment and ingenuity will 
have to move to a different 
plane, requiring a level of 
commitment never before 
contemplated by govern- 
ment” 


CORRECTION 

European prosperity 

In last month's European 
prosperity league table, the 
Belgian region of BruxeBes- 
Brussels should have been 
2nd with 183 per cent of ED 
average GDP per head, 
Vlaams Gewest 17th with 115 
per cent, and Region Wal- 
loons 4lst with 91 per cent. 
The figures were wrongly 
stated in the UK govern- 
ment's Regional Trends 1997. 


Brian Woods-Scawem, - 

]iy<dIaTMte .pTiBlrmiin nf . 
accountant Coopers & 
Lybrand, made his 
controversial argument 
forcefully: many companies 
in Iris region believed they:, 
were befog held back by 
the City of London. 
Instit utions and fund . 
managers failed to take the 
time and effort to 
understand company .. 
strategies, and in doing so 
they missed investment 
opportunities. ■ 

“They, do not have 
enough insights, to add 
value to the relationship 
and most of all they don't 
say what they think.” he 
said. “Too often, if 
investors are dissatisfied 
they speak in a coded 
language which is hard to 
translate. As a result, 
management is not folly - 
aware of what the investors 
are saying.” 

The (Sty was driven too . 
much by sectoral analysis,' 
charts and analytical tools. 
K mined tifegiwth 
potential of smaller 
companies: “Over 100 Pics 
in theHkDandsare 
capitalised at Jess than ; .. 
£100m and are therefore vi - 
below the radinr screens of 
many institutions. 

However, the investment ■■ 
performance of the best of . 
these companies has liieea * 
truly outstanding based on 
high-quality management, 
and dearly thought- ; . . . 
through strategies.” 

.. It fa not hard to wto . 

snppartforthe case that 

the City paystosuffident 
attention toregionally- 
based qitotedcoinpanies.It 
to barrier, though, to; V. 
answer toe deeper question ; 
if raises: whist can be done? 

The scale of the problem . 
toouM perhaps not biv 
- exaggerated. Compared 
with, what seemed likely 10 . 
or 20 years ago, the OK has 

a healthy spread of 
regional quoted companies. 
Accordi ng to rewardrlast ; 
year by HWD Bensbnrg, the 
Leeds-based financial 
services group, 742 
companies - 40 percent of 
the total, excluding . . 
I nvestm ent trusts - were . 
located to Sobtiand, Wales 
, and fiogiish regtohs outside 
London and the south-east 

Tills level of local V. 
d eefata u- maktoy is cruc ia l ~ • 
to the stability of regional . 
economies In the last “ 
recession, bnndredsof 

quoted roinpanies dosed in 

London and the south-east, 

but otha- regions- saw a .. 
much lower redaction. One 
reason isthat foDowiag toe 
Mg closures in coal, steel 
and heavy engineering 1 in 
the ISSOs/regfons hare \ ' 
developed* wider spread of 
industry and commerce, 
improving their chances of- • - 
Tilting a downturn. 

• Some companies, 

Jncfaidfiig those in ■ 
manu factu ri ng , lump ■ 
acquired world-class 
managements as a result of 


the City. K ean hamper the 
ability to expand through 
acquisitions ot fund-raising 


Good performers, . , 
especially those in ' 
fashionable sectors, tend to 
win itbrough' eventually. 
The ev«nt at which he was 
speaking, the SfcaraLngue 
Awards, prbridedampfc 
evidence of thaL DCS 
Group, a Leamington-based 
computer systems and 
software house, won the - 
award tar:the greatest 
Increase in share price of 
any West Midlands 
company over, five years, 
with a remarkable 1,668 
per cent rist 
There are plenty of 
examples, though, of the 
City being slow: to. pick up . 
on lmagtoatively-nixL . 

regional companies. Mr 
Woods-Scawen dtes 
FtoeHst, buffi by its 
chairman, C%ris Swan, Into 
one of Britain's two largest 
carports distributors. Now 
its success is Wdl 
recognised; foe shares have 
trebledin value since it 
obtained a foil' listtog in 
. 1994 and market' ■ 

. capftatiiatiohlas increased 
more than tenfold^ But* for 
the first couple of years 
after flotation, the market 1 
was alow to recognise its 

jotentlaL 7 ;^: < 


which has a heavier 
, .w e ighting at this end than. . < 
nmst fund managers, says: 
‘There has been a tendency : 
over the last three or four ' 
years for fbe mtoimnm sia 
of a company at which 
institutions wfll look to go 
up, largely because of 
consriDdatJon offends.* It v 
can be especially difficult _ 
far broker* to market . - 
companies with a 
capitalisation below £2Qm.~ 
He adds: “I think the 
tendency towards larger ,■ 
cap stocks has left some 
high-quality small - 
c ompani es undervalued. 1 
There's an o ppo r tu nity to > 
take out of that.* 

He dtes Ytetreat, a 
north-west ma nufact urer of 
high-performance plastics; : 
Voles, a north-west maker ' 
of cable assemblies; 

Preuac,a 

Nottingham-based . 

electronic components 
manufacturer; and 
Hampsou Industrie*, a 
Midland* aerospace : , J 

- manufacturer. He abo : 
believes Firth Rixon, a . 
Sheffield-base engineer. ; - 
remains undermined ■; 
despite gaining recognition 
fromtheQty. 1 V 

Mr Flackett sees achtofc: 
of light: ‘There are eariy . 't 
signs of interest ra ti o ni ng ' 

• to companies - 

generally. Ithinkwe wfll 
see a return of interest hr ~ 
smaller mmnifactiirostf 
sterling weakens." ■ - • 

' The Cftyfa lack of interest 
can, of ararse,brtaK ^ - 


The problem, some say, fr opportunities for 


more a small craupanies 
issue than a regional one. 
Many bnsinessleaders feel, 
however.that itishardar 
to grt noticed the farther . 
away fromtbe dqrifal you r 
are. Alot of companies will 
reeogTrfseihepictnre Mr. -. 

. Woods-Scawen paints of 
TnanagWrstraflfaig to 

f/ H winp (fff Bn^ w» ll iiMH»- 

Edinburgh) to make a 
painstakingly prepared ' ; 
presentation ioanalysts 
who ask few questions, ' 
tbmrmove straight on to . .; 
the next meetings V- 
TbebigKHrcompanies are 
followed by analysts,- as are 
^Ig MHprg i n w riting areas. : 
such as software - the 
winnereta eachcategoryof 
the ShareLeague Awards , 
were software amf systems . 


rw gininflily -hgiwrt ftna wr^ wt - <■ 

. groups. The case <rf ; Lynx; a K 
; computer software ' . 
company, teinstructivu. ^ 
Shares toihe then 
ShafflelMmsed eengwhy ; > , 
ware otta H to this. ' • - ^ 
institutiona hi abontSOp .• 
last autnum,;anJ therewas 
notisndi interest Lynx 
shares have since jumped; 'l 
tomore than Mfoj-T3ie 
eompany is stffl expanding ; 
andis promiring 20 per 
cent growtii a year for the 

next three years, ho now 

tiwftmd'nnniagm's are 
'IntRHted. 

Stuart Subp, who runs ' 
BWD Ransburg’s smaller •* 
dnnpanies trust, says: "Tim ■ 
tastifetions started buying 
once the shares reached - - . 
MOp. The fact that they are ;' 


houses. Regional compantes locai and a nmdl 


. recesricaxs. That is precisely . 
Mr Woods-Scawesi's point - . 


to less; fashionable sectors 
- hav^a harder tad: getting 
iftefr performance 
redjgnfeed. 

The rootofthe problem, 
says John Rogers, director 
of investment services at 
the National Association of 
Pension Funds, is' . 
resources. 

Tf you think to terms of. 
risk and reward, the efforts 
of most managers are going 
to be concentrated on large 
cap compi ntes b echns e .. 
these are going to be the ' 
majOTtty of tinric portfolios. 
The top 350. companies 
represent 95 per cent of the 
value in fee markrt." 

Though couimaits such 
as MrWoods-Scacwens’ may 
“palck ttie City’s ... 
conscience", he says, ‘ 
managers are under intense 
pressure to perforin, which 
limits the effort they can 
put into just 5 per cant at . 
the market.. 


means we were able to boy -■ 
cheaply. We bought into . - 
tiie company five or six : 
yearsagoonthebackofa' 
very good management s 
-team.".-. "• : ‘?-r 

■ The issue hr cwtahfly s 
part of a broader proMem 
. for smaller co m panies. •• 
Despite the launch of the 
Altonativa Investment 
Market there remains an ■ - 
“equity gap" which fa 
exacerbated to the regions, 
says fan Robinson, senior ~ 
partner of KPMG to BrtstoL - 
It is not easy to resolve. 

to the wMirftnw, the 
smartest companies do 
what they can by hiring tire, 
best professional advisers. ■. 
There can be no harm, • ,S 
•though, to rattitog the 

Qty's cage. The more ' 
toraHy the argument is 
made by toe Hkes of Mr 
Woods-Scawen, there mnst ' 
surely be some chance of. \ 


tiiese echievementsarenot HfehardPlaiAett, head of 
betog frrily recognised by conqumies at U&6. 


about the w inners they V--*' 
could be picktog. 
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Locations made for business success. 
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Success depends on major communications links, established business 
_ infrastructures, dynamic workforces, an excellent quality of life. Talk to CNT, England’s 

largest owner of development land in locations that offer all this - and more. 

CNT SELLS LAND FOR THE DEVELOPMENT OF BUSINESS PREMISES IN 19 KEY LOCATIONS THROUGHOUT ENGLAND: 

BASILDON BRACKNELL CENTRAL LANCASHIRE CORBY CRAWLEY HARLOW HATFIELD HEME L HEMPSTEAD MILTON KEYNES NORTHAMPTON 
PETERBOROUGH REDDITCH RUNCORN SKELMER5DALE STEVENAGE TELFORD WARRINGTON WASHINGTON WELWYN GARDEN CITY 


feJW-frjUAX "w s.v; ,^vr.jy : 




IN THE UK CALL 01908 696300 FOR DETAILS. OUTSIDE THE UK CALL +44 1908 696300. 

e-mail; aatbusdev@cnt.afg.uk Internee http://wvw.ent.org.uk 
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